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COMMISSIONER FOR GRAND CANYON NATIONAL 
PARK, ARIZ. 


Avaust 26, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Rocers of Colorado, from the Committee on the Judiciary, sub- 
mitted the following 


REPORT 


[To accompany S. 1164] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 1164) to authorize the appointment of a commissioner for Grand 
Canyon National Park, Ariz., having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


The purpose of the proposed legislation is to provide for the ap- 
ointment of a special commissioner for the Grand Canyon National 
ark, Ariz. 

THE NEED FOR THE BILL 


This proposed legislation arises out of the difficulty in disposing of 
cases which involve petty offenses in the Grand Canyon National 
Park. The nearest U.S. commissioners are located in Keowee and 
Flagstaff, Ariz., which are some distance from the park. 

ile the court could appoint a commissioner without the specific 
authority as contained in the proposed legislation, it is not clear that 
this national park is an area over which the Congress has exclusive 
wer to legislate or over which the United States has concurrent 
jurisdiction. This is because the jurisdiction of the United States 
over the Grand Canyon National Park is described as “proprietary.” 
Such jurisdiction raises the question whether the courts would have 
the power in the absence of this proposed legislation to appoint a com- 
missioner. The proposed legislation will obviate this legal question. 
It will also provide for the more efficient disposal of these cases and 
be a more convenient method of dispatch for defendants, witnesses, 
and law enforcement officers. 
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2 COMMISSIONER FOR GRAND CANYON NATIONAL PARK, ARIZ. 
GENERAL STATEMENT 


The proposed legislation provides that a special commissioner for 
the Grand Canyon National Park, Ariz., be appointed by the U.S, 
District Court for the District of Arizona, to hold office for 4 years, 
unless sooner removed by the district court, and to be subject to the 
general laws and requirements applicable to U.S. commissioners. 

Section 2 of the proposed legislation also provides that the jurisdic- 
tion of the commissioner in adjudicating cases brought before him 
shall be limited to the trial, and sentencing upon conviction, of per- 
sons charged with the commission of those misdemeanors classified as 
petty offenses under title 18, section 1, of the United States Code, 
relating to the violation of Federal laws or regulations applicable 
within the park; and the commissioner shall apprise the person charged 
with a petty offense that he may elect to be tried in the district court 
of the United States or before the commissioner. The commissioner 
shall not proceed to try such a case unless the defendant, after being 
so apprised, signs a written consent to trial before the commissioner. 

The salary of the commissioner is to be fixed by the district court 
subject to the approval of the Judicial Conference of the United 
States and all fees, fines, and costs collected by him must be reported 
as public moneys. The residence of the commissioner must be within 
the boundary of the park or at some place reasonably adjacent thereto 
as designated by the Secretary of the Interior with the approval of the 
district court. 

Attached thereto as a part of this report are communications ad- 
dressed to Hon. James O. Eastland, chairman, Committee on the 
Judiciary, U.S. Senate, from the Department of the Interior, the 
Administrative Office of the U.S. Courts, and the Department of 
Justice. Since the legislation does not amend existing law there is no 
need to comply with the requirements of clause 3 of rule XIII of the 
House of Representatives. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 18, 1959. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear Senator Eastianp: Your committee has requested a report 
on S. 1164, a bill to authorize the appointment of a commissioner for 
Grand Canyon National Park, Ariz. 

We recommend enactment of S. 1164. 

There is need for the appointment of a special commissioner for 
Grand Canyon National Park. Such appointment will facilitate the 
handling of minor violations as promptly and equitably as possible 
for the benefit of persons involved in these matters. It will also 
promote efficient administration of the park. An increase of public 
visitation to the area in recent years has resulted in a corresponding 
increasing in the number of violations of law and park regulations, 
During the last year there were more than a million visitors to the 
park. There has developed a need for improvement particularly in 
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the disposal of those cases involving petty offenses that arise from 
the violation of park regulations. 

The present difficulty in disposing of cases that involve petty 
offenses has resulted in part from the fact that the nearest U.S. com- 
missioners are located in Kingman and Flagstaff, Ariz., some distance 
from the park. Various questions have been raised, however, con- 
cerning the authority of those commissioners with general jurisdiction 
to hear cases arising from violations of park regulations We under- 
stand that the U.S. district court has refrained from appointing a 
special commissioner with trial jurisdiction for the park because of 
some doubt as to the authority of the court to do so under the provi- 
sions of title 18, United States Code, section 3401. That section of 
the United States Code provides that any U.S. commissioner specially 
designated for the purpose by the court may exercise trial jurisdiction 
over petty offenses in any place over which the Congress has exclusive 
power to legislate or over which the United States has concurrent 
jurisdiction. The jurisdiction of the United States over Grand 
Canyon National Park, however, is frequently, and perhaps accurately, 
described as “proprietary.”’ 

S. 1164, we believe, provides adequate authority for the U.S. Dis- 
trict Court for the District of Arizona to appoint a special commis- 
sioner for Grand Canyon National Park. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 





ADMINISTRATIVE OFFICE OF THE U.S. Courts, 
Washington, D.C., March 26, 1959. 
Hon. James O. Eastuanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear Senator Eastuanp: This is in response to your recent letter 
requesting the views of the Judicial Conference of the United States 
on S. 1164, a bill to authorize the appointment of a commissioner for 
Grand Canyon National Park, Ariz. 

The Judicial Conference of the United States, at its most recent 
session on March 16 and 17, 1959, considered this proposal and, on 
the recommendation of its Committees on Supporting Personnel and 
Court Administration, decided to saneiemniaal the appointment of a 
U.S. commissioner for Grand Canyon National Park. It was the 
view of the Conference that there is substantial need for a U.S. com- 
missioner to serve the area encompassed by the park. 

The Conference specifically approves S. 1164 and urges its early 
enactment. 

Sincerely, 
C. AuBREY GASQuE, 
Assistant Director. 
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DEPARTMENT OF JUSTICE, 
OFFIcE OF THE Deputy ATTORNEY GENERAL, 
Washington, D.C., April 13, 1959. 

Hon. James O. Eastuanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 1164) to authorize 
the appointment of a commissioner for Grand Canyon National Park, 


iz. 

The bill would provide that the U.S. District Court for the District 
of Arizona shall appoint a special commissioner for Grand Canyon 
National Park, Ariz. The term of office would be 4 years and the 
commissioner would be subject to the general laws and requirements 
applicable to U.S. commissioners. 

The jurisdiction of the commissioner would be limited to cases 
involving petty offenses as defined in title 18, section 1, of the United 
States Code, with the provision that any person charged with a petty 
offense may elect to be tried in the district court of the United States 
and the commissioner shall apprise the defendant of his right to make 
such election but shall not proceed to try the case unless the defendant, 
after being so apprised, signs a written consent to be tried before the 
commissioner. ‘The exercise of additional functions by the commis- 
sioner shall be consistent with and be carried out in accordance with 
the authority, laws, and regulations of general application to U.S. 
commissioners. The rules of procedure set forth in title 18, section 
3402, of the United States Code, shall be followed in the handling of 
cases by the commissioner. 

It is suggested that the reference on lines 4 and 5 on page 1 of the 
bill to “said national park” be changed to read “Grand Canyon 
National Park, Arizona.” 

Whether the bill should be enacted involves questions of policy 
on which the Department of Justice prefers to make no recom- 
mendation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
LAWRENCE E. WAtsH, 
Deputy Attorney General 
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CONSIDERATION OF S&S, 2539 
Aucust 26, 1950.—Referred to the House Calendar and ordered to be printed 


Mr. THorNBERRY, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 358] 


The Committee on Rules, having had under consideration House 
Resolution 358, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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AMENDING THE BANKRUPTCY ACT AS IT RELATES TO 
THE EXAMINATION OF ATTORNEYS’ FEES 


Avaust 26, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Forrester, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 8708] 


The Committee on the Judiciary, to whom was referred the bill 
(H.R. 8708) to amend subdivision d of section 60 of the Bankruptcy 
Act (11 U.S.C. 96d) so as to give the court authority on its own motion 
to reexamine attorney fees paid or to be paid in a bankruptcy proceed- 
ing, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to strengthen the provisions of the Bank- 
Tuptcy Act governing the review of attorneys’ fees by the bankruptcy 
court. 

JUDICIAL RECOMMENDATION 


The Judicial Conference of the United States requested the intro- 
duction of this legislation. A communication from the Administra- 
tive Office of the U.S. Courts embodying the recommendations of the 
Judicial Conference is appended hereto. 


STATEMENT 


Section 60d of the Bankruptcy Act now provides that the bank- 
ruptcy court shall, upon petition of the trustee or any creditor, examine 
the reasonableness of fees paid by the debtor in contemplation of bank- 
ruptcy for legal services to be rendered. Amounts determined to be 
in excess of a reasonable fee may then be recovered by the trustee for 
the benefit of the estate. 
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2 EXAMINATION OF ATTORNEYS’ FEES 


Experience has shown that this language is inadequate to protect 
both the creditors and the bankrupt from excessive attorneys’ fees. 
In bankruptcy, the motivations which normally prevent overcharge 
are often absent. It matters very little to a bankrupt whether his 
attorney’s fee is large or small since it will be paid out of assets which 
in any event will normally be completely consumed in distribution. 
It is the claimant with a lesser priority and the general creditors who, 
in effect, pay excessive fees through a reduction in the value of assets 
available to them. 

Although the act now provides that the trustee or creditors may 
cause the court to examine into the reasonableness of a fee, lawyers are 
frequently reluctant to challenge the fairness of the fees charged by 
their colleagues. In view of the wording of existing law referees have, 
in the absence of such a challenge, been hesitant about examining 
fees on their own. 

An additional but related problem is presented in no asset or nominal 
asset cases. Since the allowable fee in these cases would be rather 
small, attorneys have sometimes required debtors to sign notes for 
excessive fees after the filing of the petition. 

These and similar abuses were brought to the attention of the 
Bankruptcy Committee of the Judicial Conference which requested 
the introduction of legislation substantially the same as H.R. 8708. 

This bill strengthens the power of the court to review the reason- 
ableness of attorneys’ fees in bankruptcy cases. It gives the bank- 
ruptcy court additional authority so that it may examine on its own 
motion payments made in contemplation of bankruptcy for legal 
services rendered or to be rendered. The bill also adds a new para- 
graph to section 60d providing that if an agreement is made either 
before or after filing to pay legal fees after filing, the court may on its 
own motion or shall upon petition of the bankrupt made prior to dis- 
charge examine into the reasonableness of those fees. ‘The fees are 
to be held valid only to the extent of a reasonable, fair charge for the 
services. Obligations above this amount are to be canceled and if 
payment has already been made, the excess is to be returned to the 
bankrupt. 

In amending section 60d the anachronistic terms ‘solicitor in 
equity” and “proctor in admiralty” were deleted and the simple 
term “attorney at law” was inserted instead. The word “examine” 
has been inserted in place of ‘‘reexamine.” The review under section 
60d is in most cases the initial review and, therefore, ‘examine’ 
rather than “‘reexamine’”’ is considered to be the more appropriate 
term. “Examine” is also the broader term and encompasses 
“reexamine.” 

The committee is of the view that this bill is necessary to correct 
certain abuses which have developed in bankruptcy practice and 
commends it to the House for its favorable consideration. 


ADMINISTRATIVE OFFICE oF THE U.S. Courts, 
SuPpREME Court BUuILDING, 
Washington, D.C., April 8, 1959. 
Hon. Sam Raysurn, 
Speaker, House of Representatives, Washington, D.C. 
Drar Mr. Spraker: There is transmitted herewith, on behalf of 
the Judicial Conference of the United States, a bill to amend sub- 
division d of section 60 of the Bankruptcy Act (11 U.S.C. 96d) so as 
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EXAMINATION OF ATTORNEYS’ FEES 3 


to give the court authority on its own motion to reexamine attorney 
fees paid or to be paid in a bankruptcy proceeding. 

An explanation of the proposed bill is attached. Representatives 
of this office will be glad to appear before the committee and to pro- 
sig any further information which may be desired concerning the 

ill. 
Respectfully, 
WarreN Otney III, Director. 


EXPLANATION OF PrRoposep Britt To AMEND Section 60D 
oF THE Bankruptcy Act (11 U.S.C. 96p) so as To Givz 
THE Courts AutTHority ON Its Own Morton To REEx- 
AMINE ATTORNEY FrxEs Parp or To Be Paip In a BANK- 
RUPTCY PROCEEDING 


Section 60d now provides that if a debtor shall directly 
or indirectly, in contemplation of the filing of a petition in 
bankruptcy by or against him, pay money or transfer prop- 
erty to an attorney at law for services to be rendered, the 
transaction shall be reexamined by the court on petition of 
the trustee or any creditor and shall be held valid only to 
the extent of a reasonable amount to be determined by the 
court. Any excess may be recovered by the trustee for the 
benefit of the estate. 

The court is not given the authority to examine the trans- 
action on its own motion. The proposed bill would amend 
section 60d so as to give the court authority, upon its own 
motion to reexamine payments of money or property trans- 
ferred to an attorney for services rendered or to be rendered 
to a debtor in contemplation of bankruptcy. 

In addition it would add a new paragraph which would 
further expand the authority of the court. It would ex- 
pressly provide that, if, whether before or after filing, a 
debtor shall agree orally or in writing to pay money or trans- 
fer property after the filing, the transaction shall be reex- 
amined by the court on its own motion or on petition of the 
bankrupt made prior to discharge. Such agreemenis would 
only be valid to the extent of a reasonable amount to be 
determined by the court, and the excess shall be canceled 
or, if paid, returned to the bankrupt. 

The overall purpose of the measure is to amend section 
60d to give the bankruptcy court on its own motion or on 
the petition of the bankrupt made prior to the granting of 
his discharge, jurisdiction to determine the reasonableness 
of fees paid or agreed to be paid to his attorney for services 
rendered to to be rendered. 

The Judicial Conference of the United States at its March 
1959 meeting, upon the recommendation of its Committee 
on Bankruptcy Administration, approved the proposed bill. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, there is omnes below in roman existing law in which 
no change is proposed, with matter proposed to be stricken out enclosed 
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in black brackets, and new matter proposed to be added shown in 
italics: 
Section 60 or THE Bankruptcy Act 
* * * * * * * 


d. If a debtor shall, directly or indirectly, in contemplation of the 
filing of a petition by or against him, pay money or transfer property 
to an attorney [and counselor] at law, [solicitor in equity, or protector 
in admiralty] for services rendered or to be rendered, the transaction 
[shall] may be [reexamined] examined by the court on its own motion or 
shall be examined by the court on petition of the trustee or any creditor 
and shall be held valid only to the extent of a reasonable amount to be 
determined by the court, and the excess may be recovered by 
the trustee for the benefit of the estate. 

If, whether before or after filing, a debtor shall agree orally or in writing 
to pay money or transfer property to an attorney at law after the filing, the 
transaction may be examined by the court on its own motion or shall be 
examined by the court on petition of the bankrupt made prior to discharge 
and shall be held valid only to the extent of a reasonable amount to be 
determined by the court, and any excess obligation shall be cancelled, or if 
excess payment or transfer has been made, returned to the bankrupt. 

7 * * * * * . 
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GRANTING MINERALS, INCLUDING OIL AND GAS, ON 
CERTAIN LANDS IN THE CROW INDIAN RESERVATION, 
MONT., TO CERTAIN INDIANS 


Avaust 26, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Hatey, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 6508] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 6508) to grant minerals, including oil and gas, 
on certain lands in the Crow Indian Reservation, Mont., to certain 
Indians, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


The purpose of H.R. 6508, introduced by Representative Anderson 
of Montana, is to modify and clarify a section of the act of June 4, 
1920 (41 Stat. 751), as amended, which relates to mineral deposits on 
the Crow Indian Reservation, (a) by changing the term for which 
leases may be entered into from 10 years with an option to renew for 
an additional 10 years to “10 years and as long thereafter as minerals 
are produced in paying quantities,” as provided in the act of May 11, 
1938 (52 Stat. 347, 25 U.S.C. 396a-f); (6) by providing that mineral 
rights may go to an allottee’s devisees, as well as the allottee himself 
and his heirs, when the tribal interest ends in 1970 and that the 
ownership of the allottee, his heirs, or devisees in 1970 shall be subject 
to then outstanding leases; (c) by providing that no conveyance of 
the surface of the land, whether heretofore or hereafter made and 
regardless of reference or lack of reference to minerals, shall carry 
with it mineral rights; and (d) by providing that the Indian allottee 
or his successors in interest shall take a trust title in the minerals 
unless the surface of the land is held in fee. 
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2 MINERALS ON THE CROW INDIAN RESERVATION, MONT. 
NEED 


The 1920 act cited in the bill provided for the allotment of land on 
the Crow Reservation to individual Indians. Section 6 of that act 
was amended in 1926 to reserve to the Crow Tribe for a period of 50 
years after June 4, 1920, all minerals, including oil and gas, on the 
allotted lands unless otherwise authorized by Congress. Provision 
was made for leasing the reserved minerals during the 50-year period 
for a term of not more than 10 years with an option to renew for 
one additional term of 10 years. At the end of the 50-year period 
the minerals become the property of the allottee. The result, as of 
the present time, is that oil and gas development on the reservation is 
discouraged, since leases cannot now be entered into for more than 
10 years. H.R. 6508 overcomes this problem by putting the Crow 
lands under the law generally applicable to mineral leases on Indian 
lands and by providing that allottees, when they come into possession 
of their subsurface rights in 1970, shall take subject to then outstand- 
ing leases. 

H.R. 6508 also clarifies the earlier acts in other respects, the most 
important of which is its provision (included pursuant to a reservation 
of right in earlier law) that even if a Crow Indian has purported to 
sell his interest in subsurface minerals, the title thereto will belong 
to him or his heirs or devisees beginning in 1970. 


COST 


The enactment of this legislation will require no expenditure of 
Federal funds. 


DEPARTMENTAL REPORT 


The favorable report of the Secretary of the Interior dated July 
21, 1959, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 21, 1959. 
Hon. Wayne N. Asprnatu, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. Aspinatu: Your committee has requested a report on 
H.R. 6508, a bill to grant minerals, including oil and gas, on certain 
lands in the Crow Indian Reservation, Mont., to certain Indians, and 
for other purposes. 

We recommend that the bill be enacted, but we express no opinion 
about the clause beginning on page 2, line 25. 

1. Section 6 of the act of June 4, 1920 (41 Stat. 751), as amended 
by the act of May 26, 1926 (44 Stat. 658), reserved to the Crow 

ribe for a period of 50 years after June 4, 1920, all minerals, including 
oil and gas, on lands allotted pursuant to the act, and provided that 
at the end of the 50-year period such minerals shall become the 
property of the allottee or his heirs unless otherwise provided by 
Congress. H.R. 6508 provides that at the end of the 50-year period 
such minerals shall go to the devisees of the allottees if he has died 
testate, rather than to his heirs. This change is fair and equitable. 
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2. Section 6 of the 1920 act, as amended, does not specifically say 
that the allottee or his heirs shall acquire title to the minerals at the 
end of the 50-year period even though he may have previously dis- 
posed of the surface of the land. H.R. 6508 makes this result clear, 
and the clarification is desirable. 

The bill goes farther, however, and the clause beginning on page 2, 
line 25, provides that the Indian shall get the minerals regardless of 
the reference or lack of reference to minerals in any instrument that 
conveyed the surface of the land. This means that even if an Indian 
sold and was paid for his entire interest in the land, including his 
interest in the minerals at the end of the 50-year reservation in favor 
of the tribe, the conveyance would be invalidated by the bill insofar 
as the minerels are concerned, and the minerals would remain the 
the property of the Indian or his heirs. Congress probably has the 
authority to take this action because it reserved in the 1920 act the 
right to legislate further with respect to the minerals. Whether it 
should do so by a general provision that does not consider the facts 
in individual cases is a subject on which we express no opinion. 

3. Section 6 of the 1920 act, as amended, does not specify whether 
the allottee or his heirs will receive a trust or an unrestricted title to 
the minerals at the end of the 50-year period. H.R. 6508 provides 
that the title shall be a trust title unless the entire mineral interest in a 
tract is owned by persons who at that time hold an unrestricted title 
to the lands overlying the minerals, in which case the title to the 
minerals will be conveyed to the Indian by unrestricted fee patent. 
This will avoid most of the title complexities incident to the existence 
of both unrestricted and restricted interests in the same property. 
Where the heir or devisee of a mineral interest is a non-Indian he will 
acquire unrestricted title to that interest by operation of law (see 
Bavless v. Paukure, 344 U.S. 171 (1952)). 

4. Section 6 of the 1920 act, as amended, permits the reserved 
minerals to be leased during the 50-year period, on behalf of the Crow 
Tribe, for a term of not to exceed 10 years with an option to renew for 
one additional term of 10 years. HR. 6508 provides that such leases 
may be made in accordance with the provisions of the act of May 11, 
1938, which governs leases on other tribal lands. Such leases may be 
for a term of not to exceed 10 years and as long thereafter as minerals 
are produced in paying quantities. This change is desirable and will 
make the act conform to the rule prescribed by statute for mineral 
leases of lands belonging to other tribes. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours. 
Rocer Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 6508. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Acr or June 4, 1920 (41 Srar. 751), as AMENDED By THE AcT OF 
May 26, 1926 (44 Srar. 658) 


Sec. 6. [Any and all minerals, including oil and gas, on any of 
the lands to be allotted hereunder are reserved for the benefit of the 
members of the tribe in common and may be leased for mining pur- 

oses, with the consent of the tribal council under such rules, regu- 
ations, and conditions as the Secretary of the Interior may prescribe, 
but no lease shall be made for a longer period than ten years, but the 
lessees may have the right to renewal thereof for a further period of 
ten years upon such terms and conditions as the Secretary of the 
Interior may prescribe, and agreed to by said tribal council: Provided, 
That when any land is leased for mining purposes and development 
thereunder shall indicate the presence of minerals including oil and 
gas in paying quantities, the Geaas or lessees shall proceed with all 
reasonable diligence to complete the development under said lease to 
extract the mineral including oil and gas from the land leased and to 
bring the product mined or extracted into market as speedily as possi- 
ble unless the extraction and sale thereof be withheld with the con- 
sent or the Crow Tribe of Indians: Provided, however, That allotments 
hereunder may be made of lands classified as valuable chiefly for coal 
or other minerals which may be patented as herein provided with a 
reservation, set forth in the patent, of the coal, oil, gas, or other 
mineral deposits for the benefit of the Crow Tribe: And provided 
further, That at the expiration of fifty years from the date of approval 
of this Act, unless otherwise ordered by Congress, the coal, oil, gas, or 
other mineral deposits upon or beneath the surface of said allotted 
lands shall become the property of the individual allottee or his heirs.] 
(a) Any and all minerals, including oil and gas, on any of the lands to 
be allotted hereunder are reserved for the benefit of the members of the tribe 
in common and may, with the consent of the tribal council, be leased for 
mining purposes in accordance with the provisions of the Act of May 11, 
1938 (82 Stat. 347; 25 U.S.C. 396 a-f), under such rules, regulations, 
and conditions as the Secretary of the Interior may prescribe: Provided, 
That when any land is leased for mining purposes and development there- 
under shall indicate the presence of minerals, including oil and gas, in 
paying quantities, the lessee or lessees shall proceed with all reasonable 
diligence to complete the development under said lease to extract the min- 
“a including oil and. gas, from the land leased and to bring the product 
mined or extracted into market as speedily as possible unless the extraction 
and sale thereof be withheld with the consent of the Crow Tribe of Indians: 
Provided further, That allotments hereunder may be made of lands classi- 
fied as valuable chiefly for coal or other minerals which may be patented 
as herein provided with a reservation, set forth in the patent, of the coal, 
oil, gas, or other mineral deposits for the benefit of the Crow Tribe: Pro- 
vided further, That at the expiration of fifty years from the date of approval 








MINERALS ON THE CROW INDIAN RESERVATION, MONT. 5 


of this Act, unless otherwise ordered by Congress, the coal, oil, gas, or 
other mineral deposits upon or beneath the surface of said allotted lands 
shall become the property of the individual allottee or his heirs or devisees, 
of their heirs or devisees, subject to any outstanding leases, regardless of 
any prior conveyance by such allottee, heirs, or devisees of the lands over- 
lying such minerals and regardless of the form of reference in such con- 
veyance, or lack of reference, to the minerals reserved by this Act and made 
subject to further order of Congress. 

(b) Title to the minerals so granted shall be held by the United States 
in trust for the Indian owners, except that if upon the expiration of said 
fifty years, the entire Indian interest in the minerals within any allotment 
or parcel thereof is granted by this Act to a person or persons who at that 
time hold an unrestricted title to the lands overlying such minerals, then 
the Secretary of the Interior shall be fee patent transfer to such person or 
persons the unrestricted fee simple title to such minerals, which title shall 
vest in such person or persons as of the date of the patent. 


O 
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AMEND THE REVISED STATUTES RELATIVE TO THE 
DISPOSITION OF MONEY AND EFFECTS OF DECEASED 
SEAMEN 


Aucust 26, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H.R. 6067] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H.R. 6067) to amend section 4544 of the Revised 
Statutes of the United States to provide that, if the money and effects 
of a deceased seaman paid or delivered to a district court do not exceed 
in value the sum of $2,500, such court may pay and deliver such money 
and effects to certain persons other than the legal personal representa- 
tive of the deceased seaman, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendments are as follows: 

On page 1, line 6, delete “ ‘$2,500’.”, and insert in lieu thereof 
a ‘$1,500’.”’. 

Amend the title so as to read: 


A Bill to amend section 4544 of the Revised Statutes of 
the United States to provide that, if the money and effects 
of a deceased seaman paid or delivered to a district court do 
not exceed in value the sum of $1,500, such court may pay and 
deliver such money and effects to certain persons other than 
the legal personal representative of the deceased seaman. 


PURPOSE OF THE BILL 


The purpose of this bill is to amend section 4544 of the Revised 
Statutes of the United States (46 U.S.C. 627) to provide that if the 
money and effects of a deceased seaman paid or delivered to a district 
court do not exceed in value the sum of $2,500, such court may pay 
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and deliver such money and effects to certain persons other than the 
legal personal representative of the deceased seaman. The bill would 
amend said section of the Revised Statutes by striking out ‘‘$300” in 
both places it appears therein, and inserting in lieu thereof in each 
such place ‘$2,500’. 


NEED FOR THE LEGISLATION 


Under the provisions of existing law the money and effects of a 
seaman who dies at sea must be paid or delivered by the master or 
owner of any vessel on which he has served, to the Coast Guard 
official to whom the duties of shipping commissioner have been dele- 
gated at the port where the seaman was discharged (46 U.S.C. 625). 
Such Coast Guard official shall then, within 1 week from the date of 
receiving any such money, wages or effects of the deceased seaman, 

ay, remit or deliver same to the district court of the district in which 
1e resides (46 U.S.C. 626). Thereafter, if such money, effects, etc., 
of such seaman do not exceed in value the sum of $300, the district 
court may, subject to limited discretionary authority provided by 
statute, pay and deliver the said money and effects to any claimants 
who can prove themselves either to be his widow or children, or to be 
entitled to the effects of the deceased under his will, or under any 
statute, or to be entitled to secure probate, or take out letters of 
administration or confirmation, although no probate or letters of 
administration or confirmation have been taken out. Upon such pay- 
ment the district court is thereby discharged from all further responsi- 
bility in respect of the money and effects so paid and delivered. 

At the time, nearly a half century ago, of the enactment of the 
statute establishing $300 as the maximum amount for distribution 
without probate of the deceased seaman’s estate, the sum represented 
a considerable amount in relation to seamen’s wages. This limit is no 
longer realistic, in view of greatly increased monthly wages of Ameri- 
can seamen. Yet, under existing law there have been many instances 
in recent years where the costs of probate expenses have absorbed 
substantial portions of seamen’s estates when the total amounts have 
not been appreciably greater than the $300 allowable maximum for 
distribution. This has placed a most inequitable burden on seamen’s 
families and other deserving claimants. 

This bill is necessary in the public interest and to assist the courts 
by reducing their burden of unnecessary and cumbersome proceedings. 


THE AMENDMENTS 


Your committee amended the bill to limit the district courts’ 
authority to pay or deliver deceased seamen’s money and effects, 
without probate, to a maximum of $1,500. Despite the great increase 
in the income of merchant seamen, your committee felt that a $1,500 
limit was more reasonable and in line with the general practice in the 
States. Moreover, the Assistant Director of the Administrative 
Office of the U.S. Courts indicated that the proposed limit of $2,500 
appeared excessive to meet the needs of hardship cases. The title of 
the bill was amended to reflect the change in the authorized amount. 

There was testimony that the administration of the existing law 
presents other problems which could be minimized by a further 
modernization of the appropriate sections of the statute. Your 
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committee concedes the desirability of a complete review of the prob- 
lem of accounting for and distributing the money and effects of de- 
ceased seamen, and accordingly suggested to the Assistant Director 
of the Administrative Office of the U.S. Courts that such a review be 
made and recommendations for further legislation be proposed in the 
next session. 

Your committee believes that this bill reported, as amended, is 
desirable, equitable legislation, and urges its enactment. There was 
no opposition from any source. 

The departmental reports are as follows: 


Tue SECRETARY OF COMMERCE, 
Washington, July 31, 1959. 
Hon. Hersrrt C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: This letter is in reply to your request of 
April 1, 1959, for the views of this Department with respect to H.R. 
6067, a bill to amend section 4544 of the Revised Statutes of the United 
States to provide that, if the money and effects of a deceased seaman 
paid or delivered to a district court do not exceed in value the sum of 
$2,500, such court may pay and deliver such money and effects to 
certain persons other than the legal personal representative of the 
Secnagaid seaman. 

The bill would amend section 4544 of the Revised Statutes of the 
United States (46 U.S.C. 627), by striking out “$300” in both places 
it appears therein, and inserting in lieu thereof in each such place 
“$9 500”. 

The Department recommends favorable consideration of the bill. 

As stated in the title the bill would amend the law relating to the 
disposition of the estates of deceased seamen. The distribution by a 
Federal district court of the money and effects of a deceased seaman 
would be increased from $300 to $2,500, as the sum that the court 
would be authorized to pay over to eligible claimants under the provi- 
sions of section 4544 of the Revised Statutes of the United States 
(46 Senet 627), without probate of the decedent’s estate being re- 
quired. 

At the time of the enactment of the statute establishing $300 as the 
maximum amount for distribution without probate of a decedent 
seaman’s estate nearly a half century ago, the sum represented a 
considerable amount in relation to seamen’s wages. Today this limit 
is not realistic. 

It is our understanding that there have been many instances in 
recent years where the costs of probate expenses have absorbed sub- 
stantial portions of seamen’s estates when the total amounts have not 
been appreciably greater than the $300 allowable maximum for dis- 
tribution. This has placed on inequitable burden on seamen’s families 
and other deserving claimants. 

This Department believes that the bill would be in the public 
interest and would assist the courts in doing away with unnecessary 
proceedings. 


59016°—59 H. Rept., 86-1, vol. 6——53 
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We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 
Sincerely yours, 
F. H. Mvue..er, 
Acting Secretary of Commerce. 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, D.C., July 16, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 

House of Representatives, Washington, D.C. 

My Dear Mr. CuHarrman: Reference is made to the request of 
your committee for the views of this Department on H.R. 6067, ‘“To 
amend section 4544 of the Revised Statutes of the United States to 
provide that, if the money and effects of a deceased seaman paid or 
delivered to a district court do not exceed in value the sum of $2,500, 
such court may pay and deliver such money and effects to certain 
persons other than the legal personal representative of the deceased 
seaman.” 

The proposed legislation would amend section 4544 of the Revised 
Statutes (46 U.S.C. 627). This section currently provides that if the 
money and effects of a deceased seaman paid or delivered to a U.S. 
district court do not exceed in value the sum of $300, the court may 
pay and deliver the money and effects to certain claimants qualifying 
under this section to entitlement. If the money and effects exceed in 
value the sum of $300, then the court must pay and deliver such money 
and effects to the legal personal representatives of the deceased. The 
amendment proposed would raise the monetary value limitation upon 
the court’s authority from $300 to $2,500. 

The Treasury Department does not object to the enactment of 
H.R. 6067. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours 
A. GitmorE Fives, 
Acting Secretary of the Treasury. 


U.S. DeparTMENT OF JUSTICE, 
Orrick oF THE Deputy ATToRNEY GENERAL, 
Washington, D.C., July 15, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Dear Mr. CuHarrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H.R. 6067) 
“To amend section 4544 of the Revised Statutes of the United States 
to provide that, if the money and effects of a deceased seaman paid 
or delivered to a district court do not exceed in value the sum of 
$2,500, such court may pay and deliver such money and effects to 
certain persons other than the legal personal representative of the 
deceased seaman.” 

Existing law provides that if the money and effects of a deceased 
seaman do not exceed in value the sum of $300, the district court may 
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distribute such money and effects to the seaman’s next of kin without 
the necessity of requiring the appointment of a personal representa- 
tive. The bill would increase from $300 to $2,500 the amount of 
money and effects of a deceased seaman which the court could dis- 
tribute to the next of kin without requiring the appointment of a 
personal representative. 

The Department of Justice has no objection to the enactment of 
this bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
JoHN R. SHENEMAN, 
Acting Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Revisep Statutes 4544 (46 U.S.C. 627) 


If the money and effects of any seaman or apprentice paid, remitted, 
or delivered to the district court, including the moneys received for 
any part of his effects which have been sold, either before delivery to 
the district court, or by its directions, do not exceed in value the sum 
of [$300] $2,500, then, subject to the provisions hereinafter contained, 
and to all such deductions for expenses incurred in respect to the sea- 
man or apprentice, or of his money and effects, as the said court thinks 
fit to allow, the court may pay and deliver the said money and effects 
to any claimants who can prove themselves either to be his widow or 
children, or to be entitled to the effects of the deceased under his will, 
or under any statute, or at common law, or to be entitled to procure 
probate, or take out letters of administration or confirmation, although 
no probate or letters of administration or confirmation have been taken 
out, and shall be thereby discharged from all further liability in respect 
of the money and effects so paid and delivered; or may, if it thinks fit 
so to do, require probate, or letters of administration or confirmation, 
to be taken out, and thereupon pay and deliver the said money and 
effects to the legal personal representatives of the deceased; and if such 
money and effects exceed in value the sum of [$300] $2,500, then, 
subject to deduction for expenses, the court shall pay and deliver the 

ame to the legal personal representatives of the deceased. 


O 
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AUTHORIZING THE SECRETARY OF COMMERCE TO 
RESELL FOUR C1-SAY-1 VESSELS TO THE GOVERN- 
MENT OF THE REPUBLIC OF CHINA 





Avcust 26, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H.R. 8042} 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H.R. 8042) to authorize the Secretary of Commerce 
to resell four C1-SA Y-1 type vessels to the government of the Republic 
of China for use in Chinese trade in Far Bast and Near East waters 
exclusively, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That the Secretary of Commerce is authorized to sell, within one year after enact- 
ment hereof, on an “‘as is, where is’’ basis, to the Government of the Republic of 
China the four C1-SAY-1 vessels, Empire Anvil, Empire Battleax, Empire 
Cutlass, and Empire Spearhead, for $778,000 each, subject to the further terms 
and provisions of this bill. Such vessels shall be sold only if (1) the Department 
of State finds that such sale will contribute to the economic development of the 
Republic of China and will serve the interests of the United States, (2) the De- 
partment of Defense finds that such sale would be compatible with the interests 
of the United States, and (3) the Government of the Republic of China gives 
assurances acceptable to the Secretary of Commerce that each vessel sold under 
this Act shall (a) remain documented under the laws of the Republic of China for 
ten years after such sale, or so long as there remains due the United States an 
rincipal or interest on account of the sales price, whichever is the longer period, 
tb) be used only in trade between Taiwan and ports in the Far East and ports east 
of the Suez Canal, and not engage in trade prohibited to United States-flag vessels 
under Department of Commerce Transportation Orders T-1 and T-2 or any 
modification thereof, and (c) be returned to the ownership of the United States, 
upon request of the Government of the United States, during any national emer- 
, declared by the President of the United States and during any war in which 
the United States is participating, the compensation for the vessel to be the value 
of the vessel but not exceeding the statutory sales price of the vessel under the 
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Merchant Ship. Sales Act. of 1946 ($1,100,000) depreciated at the rate of 10 per 
centum per annum from the date of sale under this Act to the date ownership of 
the vessel is returned to the United States, or the scrap value of the vessel, which- 
ever is higher. No downpayment of any part of the purchase price shall be re- 
quired at the time of the sale. The purchase price shall be payable in not more 
than ten equal annual installments with interest on the unpaid balance at a rate 
determined by the Secretary of Commerce after consultation with the National 
Advisory Council on International Monetary and Fiscal Problems. The obliga- 
tion of the Government of the Republic of China to pay the purchase price and 
interest thereon shall be secured by a mortgage on the vessel with terms satis- 
factory to the Secretary of Commerce. All repairs and betterments required to 
fit the vessels for their intended use shall be done in a shipyard in the United 
States at the expense of the purchaser. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize the Secretary of Commerce, 
within 12 months after enactment thereof, to sell to the Government 
of the Republic of China four warbuilt Cl-SAY-1 type vessels which 
the latter had purchased from the United States under the Merchant 
Ship Sales Act of 1946. 

The vessels concerned were constructed in 1943 and 1944 as C1-B’s 
for dry-cargo carriage but later were converted to C1-SAY-1’s for 
combination passenger-cargo use. They are the ex-SS Empire Anvil, 
Empire Battleax, Empire Cutlass and Empire Spearhead, four of a total 
of nine vessels of this type which are all presently laid up in the James 
River national defense reserve fleet. They are now 15 and 16 years 
old, small in size, and have a relatively slow speed of 14 knots. 

The vessels were sold to the Chinese Government in 1948 at the 
statutory floor price of $1,100,000 each. Subsequently, in 1950, 
when the Chinese mainland was lost, the Government of the Republic 
of China became unable to continue to make the installment pay- 
ments of principal and interest required by the mortgages on the 
vessels. Prior to repossession of the vessels by the United States, 
the Chinese Government paid a total of $1,288,000, consisting of a 
25-percent downpayment of $275,000 and $47,000 payment on note 
No. 1 on each ship, leaving a balance of principal due of $3,112,000 
for the four ships. 

NEED FOR THE LEGISLATION 


In addition to the fact that the Government of the Republic of 
China had defaulted under its contract to purchase the vessels, the 
authority of the Department of Commerce to sell war-built vessels 
expired on March 1, 1948, with respect to sales to noncitizens, and on 
January 15, 1951, with respect to sales to American citizens. Thus, 
however meritorious, there is no present power to reinstate the original 
contract in any form without special legislation. 


THE BILL AS AMENDED 


As introduced the bill provided that the sale price of the vessels 
would be the greater of (1) the statutory sales price of the vessels 
under section 3(d) of the Merchant Ship Sales Act of 1946, except 
that additional depreciation at a rate to be determined by the Secre- 
tary of Commerce would be deducted from that price for the period 
from the time when the floor price under that act was reached to the 
date the sale contract is entered into, or (2) the present fair market 
value of the vessels as determined by the Secretary of Commerce. 
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The sale price thus obtained would be further reduced by the down- 
payment and installments of principal paid under the original sales 
contract. 

The committee sought and secured reports from the principal Gov- 
ernment agencies concerned with the questions involved in this bill, 
including the General Accounting Office. The reports of these 
agencies, the Department.of Commerce, the Department of the Navy, 
the Department of State, the Department of Justice, and the Comp- 
troller General of the United States, are hereinafter set forth. 

Your committee understands that it is desirable that the authority 
embodied in this bill be granted as soon as possible in the interest of 
assisting the friendly Government of the Republic of China with its 
serious transportation problems. Under the pressure of time the 
committee held no hearings on this bill but gave most careful con- 
sideration to the position of the Government departments concerned. 
Particular reference is made to the favorable report of the Department 
of Commerce and its recommendation for amendment by a substitute 
text, In pertinent part the position of the Department of Commerce 
and its recommendation for amendment are as follows: 


The Department of Commerce does not believe that the 
authority to sell war-built vessels which expired January 15, 
1951, with respect to sales to American citizens, and on 
March 1, 1948, with respect to sales to noncitizens, should 
be reopened for the disposal of such vessels. The Depart- 
ment has opposed such legislation unless some peculiar or 
special reason has existed for such sale and the sale would 
not be prejudicial in any respect to citizens of the United 
States who have purchased vessels under the Merchant Ship 
Sales Act of 1946 prior to termination of the authority to 
sell. It is undesirable for the United States to dispose of 
ships in such a way that they would create additional com- 
petition for U.S. citizen owners of war-built vessels, as well 
as for our merchant marine in general. 

This Department would, however, favor legislation which 
would authorize the sale of the four vessels to the Govern- 
ment of the Republic of China, subject to certain restrictions, 
at a price of $778,000 each, which is the floor price of the 
vessels under the Merchant Ship Sales Act of 1946 ($1,100,000 
each) less the payment on the purchase price made under the 
original sales contract ($322,000 each), if the Department of 
State finds that such sales will contribute to the economic 
development of the Republic of China and will serve the 
interests of the United States, and the Department of De- 
fense finds that such sales would be compatible with the 
interests of the United States. 

The restrictions that should be placed on the vessels are 
that they will (1) remain documented under the laws of China 
for 10 years or so long as there remains due the United States 
any principal or interest on account of the sales price, which- 
ever is the longer period, (2) be used only in trade between 
Taiwan and ports in the Far East and ports east of the Suez 
Canal, and not engage in trade prohibited to U-S.-flag 
vessels under Department of Commerce Transportation 
Orders T-1 and T-2 or any modification thereof, and (3) in 
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war or national emergency, be made available to the United 
States at the statutory sales price of the vessels depreciated 
or scrap value, whichever is the higher. All repairs and 
betterments required to fit the vessels for their intended use 
shall be done in a shipyard in the United States at the expense 
of the purchaser. 

Attached is a substitute text which would amend the bill 
as herein proposed. 


In view of the foregoing position and recommendations of the 
Department of Commerce and in consideration of the position of the 
other Government departments, your committee urges the enactment 
of H.R. 8042, amended as hereby reported. 


COST OF THE BILL 


The bill as amended involves no additional cost to the Government, 
but on the contrary, will result in the recoupment of a substantial loss 
from the sale of the vessels if the sale were not reinstituted as provided 
therein. 

The departmental reports are as follows: 


Tue SECRETARY OF COMMERCE, 
Washington, August 4, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: This letter is in reply yo your request of 
July 1, 1959, for the views of this Department with respect to H.R. 
8042, a bill to authorize the Secretary of Commerce to resell four 
C1-SAY-1 type vessels to the Government of the Republic of China 
for use in Chinese trade in the Far East and Near East waters 
exclusively. 

The bill would authorize the Secretary of Commerce, within 
12 months after enactment thereof, to sell to the Government of the 
Republic: of China four C1-SAY-1 vessels which the latter had 
purchased from the United States under the Merchant Ship Sales 
Act of 1946 and which the Government of the Republic of China had 
returned to the U.S. Government because, through loss of the mainland 
of China, the Government of the Republic of China had become 
unable to make the installment payments of principal and interest 
required by the mortgages on the vessels. 

he Department recommends favorable consideration of the bill 
with the amendments hereinafter proposed. 

The bill provides that the sale price of the vessels shall be the 
greater of (1) the statutory sales price of the vessels under section 
3(d) of the Merchant Ship Sales Act of 1946, except that additional 
depreciation at a rate to be determined by the Secretary of Commerce 
shall be deducted from that price for the period from the time when 
the floor price under that act was reached to the date the sale contract 
is entered into, or (2) the present fair market value of the vessels as 
determined by the Secretary of Commerce. The sale price thus ob- 
tained shall be further reduced by the down payment and installments 
of principal paid under the original sales contract. 
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The price at which the vessels were originally sold was the floor 
ay under the Merchant Ship Sales Act of 1946 of $1,100,000 each. 
he terms were 25 percent down with the balance secured by a mort- 
age. The aggregate amount of the purchase price paid by the 
overnment of the Republic of China under the original sale of the 
four vessels, before the United States repossessed the vessels, was a 
total of $1,100,000 downpayment and $188,000 on the principal 
balance. 

The Department of Commerce does not believe that the authority 
to sell war-built vessels which expired January 15, 1951, with respect 
to sales to American citizens, and on March 1, 1948, with respect to 
sales to noncitizens, should be reopened for the disposal of such 
vessels. The Department has opposed such legislation unless some 
peculiar or Sedehal teenie has existed for such sale and the sale would 
not be prejudicial in any respect to citizens of the United States who 
have purchased vessels under the Merchant Ship Sales Act of 1946 

rior to termination of the authority to sell. It is undesirable for the 

nited States to dispose of ships in such a way that they would create 
additional competition for U.S. citizen owners of war-built vessels, 
as well as for our merchant marine in general. 

This Department would, however, favor legislation which would 
authorize the sale of the four vessels to the Government of the Repub- 
lic of China, subject to certain restrictions, at a price of $778,000 each, 
which is the floor price of the vessels under the Merchant Ship Sales 
Act of 1946 ($1,100,000 each) less the payment on the purchase price 
made under the original sales contract ($322,000 each), if the Depart- 
ment of State finds that such sales will contribute to the economic 
development of the Republic of China and will serve the interests of 
the United States, and the Department of Defense finds that such 
sales would be compatible with the interests of the United States. 

The restrictions that should be placed on the vessels are that they 
will (1) remain documented under the laws of China for 10 years or 
so long as there remains due the United States any principal or interest 
on account of the sales price, whichever is the longer period, (2) be 
used only in trade between Taiwan and ports in the Far East and 

orts east of the Suez Canal, and not engage in trade prohibited to 

S.-flag vessels under Department of Commerce Transportation 
Orders T-1 and T-2 or any modification thereof, and (3) in war or 
national emergency, be made available to the United States at the 
statutory sales price of the vessels depreciated or scrap value, which- 
ever is the higher. All repairs and betterments required to fit the 
vessels for their intended use shall be done in a shipyard in the United 
States at the expense of the purchaser. 

Attached is a substitute text which would amend the bill as herein 
proposed. 

he Bureau of the Budget has advised that there would be no 
obiection to the submission of this letter to your committee. 
Sincerely yours, 
Freperick H. MveLuer, 
Acting Secretary of Commerce. 
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SUBSTITUTE TEXT FOR H.R. 8042 


Strike out all after the enacting clause and insert the following text: 
“That the Secretary of Commerce is authorized to sell, within one 
year after enactment hereof, on an ‘as is, where is’ basis, to the Gov- 
ernment of the Republic of China the four CI-SAY-1 vessels, Empire 
Anvil, Empire Battleax, Empire Cutlass, and Empire Spearhead, for 
$778,000 each, subject to the further terms and provisions of this bill. 
Such vessels shall be sold only if (1) the Department of State finds 
that such sale will contribute to the economic development of the 
Republic of China and will serve the interests of the United States, 
(2) the Department of Defense finds that such sale would be compat- 
ible with the interests of the United States, and (3) the Government 
of the Republic of China gives assurance acceptable to the Secretary 
of Commerce that each vessel sold under this Act shall (a) remain 
documented under the laws of the Republic of China for ten years 
after such sale, or so long as there remains due the United States any 
rincipal or interest on account of the sales price, whichever is the 
ett period, (b) be used only in trade between Taiwan and ports in 
the Far East and ports east of the Suez Canal, and not engage in 
trade. prohibited to United States-flag vessels under Department of 
Commerce Transportation Orders T-1 and T-2 or any modification 
thereof, and (c) be returned to the ownership of the United States, 
upon request of the Government of the United States, during any 
national emergency declared by the President of the United States 
and during any war in which the United States is participating, the 
compensation for the vessel to be the value of the vessel but not ex- 
ceeding the statutory sales price of the vessel under the Merchant 
Ship Sales Act of 1946 ($1,100,000) depreciated at the rate of 10 per 
centum per annum from the date of sale under this Act to the date 
ownership of the vessel is returned to the United States, or the scrap 
value of the vessel, whichever is higher. No downpayment of any 
art of the purchase price shall be required at the time of the sale. 
he purchase price shall be payable in not more than ten equal an- 
nual installments with interest on the unpaid balance at a rate deter- 
mined by the Secretary of Commerce after consultation with the 
National Advisory Council on International Monetary and Fiscal 
Problems. The obligation of the Gavernment of the Republic of 
China to pay the purchase price and interest thereon shall be secured 
by a mortgage on the vessel with terms satisfactory to the Secretary 
of Commerce. All repairs and betterments required to fit the vessels 
for their intended use shall be done in a shipyard in the United States 
at the expense of the purchaser.” 





DEPARTMENT OF THE Navy, 

OFFICE OF THE SECRETARY, 

Washington, D.C., July 31, 1959. 
Hon. Hersert ©. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuarrman: Your request for comment on H.R. 

8042 and House Joint Resolution 122, measures to authorize the 
Secretary of Commerce to resell four C1-SAY-1 type vessels to the 
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Government of the Republic of China for use in Chinese trade in 
Far East and Near East waters exclusively, has been assigned to 
this Department by the Secretary of Defense for the preparation of a 
report ste expressing the views of the Department of Defense. 

These measures, if enacted, would authorize the Secretary of Com- 
merce, after consultation with the Secretaries of State and Defense, 
to resell four vessels which have previously been sold and reclaimed 
to the Republic of China for trade use in the Far East and Near East 
exclusively. They are identical except that H.R. 8042 authorizes the 
Secretary of Commerce to sell the ships at the present fair market 
value, and, further, it provides that all repairs and betterments re- 
quired to fit the vessels for their intended use shall be done in a ship- 
yard in the United States at the expense of the purchaser. 

The vessels concerned were constructed in 1943-44 as C1-B’s for 
dry-cargo carriage but later were converted to C1-SAY-1’s for com- 
bination passenger-cargo use. They are the ex-SS Empire Anvil, 
Empire Battleax, Empire Cutlass, and Empire Spearhead, four of a total 
of nine vessels of this type which are all presently laid up in the James 
River national defense reserve fleet. They are now 15 and 16 years 
old, small in size and have a relatively slow speed of 14 knots. 

The Department of the Navy, on behalf of the Department of 
Defense supports the enactment of this legislation, but recognizes 
the primary interest of the Department of Commerce. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on H.R. 8042 and House Joint Resolution 122 to the Congress. 


Sincerely yours, 
R. L. Krssz, 


Captain, U.S. Navy, 
Deputy Chief of Legislative Affairs 
(For the Secretary of the Navy). 





DEPARTMENT OF State, July 29, 1959. 


Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. Bonner: I refer again to you letter of July 1, 1959, 
which invited the views and recommendations of the Department of 
State on H.R. 8042, a bill to authorize the Secretary of Commerce to 
resell four C1-SAY-1 type vessels to the Government of the Republic 
of China for use in Chinese trade in Far East and Near East waters 
exclusively. Interim acknowledgment of your letter was made on 
July 1, 1959. 

he Department of State has consistently taken the position that 
sales of reserve fleet vessels to friendly foreign countries should only 
be made after considering all applications for such vessels in the light 
of the national interests of the United States. The circumstances 
surrounding the previous sale of the four C1-SAY~1 vessels appear to 
the Department to place H.R. 8042 in a special category. . 

The Department of State considers that the resale of the four vessels 
in question will substantially contribute to the economic development 
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of Taiwan and will further the interests of the United States. The 
Department suggests that section 2(c) be amended to read: 

“(c) the Government of the Republic of China agrees that the 
vessels sold will be used only in trade between Taiwan and ports in 
the Far East and ports east of the Suez Canal.” 

Subject to this clarifying suggestion, the Department of State 
favors the adoption of H.R. 8042. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wituram B. Macomper, Jr., 
Assistant Secretary 
(For the Acting Secretary of State). 





DEPARTMENT OF JUSTICE, 
Orrice or THE Deputy ATTroRNEY GENERAL, 
Washington, D.C., August 13, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Dear Mr. CuaarrMan: This is in response to your request for the 
views of the Department of Justice on the bill LR. 8042) to authorize 
the Secretary of Commerce to resell four Cl-SAY-1 type vessels to 
the Government of the Republic of China for use in Chinese trade in 
Far East and Near East waters exclusively. 

The bill would authorize resale to the Republic of China of four 
vessels which the latter had purchased from the United States under 
the Merchant Ship Sales Act of 1946, and which the Government of 
the Republic of China had returned to the United States because, 
through the loss of the mainland of China, the Government of the 
Republic of China had become unable to make payments of principal 
and interest required by the purchase money mortgage on the vessels. 

It is understood that the Department of Commerce has proposed a 
revised draft of the bill, under which the vessels would be sold for a 
fixed statutory price of $778,000 each, which is the full price of the 
vessels under the 1946 Sales Act less the payment on the purchase 
price made under the original sales contract with the Republic of 
China ($1,100,000 each, less $322,000 each). The substitute draft 
would place restrictions on the use of the vessels by requiring (1) that 
they remain under Chinese documentation for 10 years or so long as 
there remains any principal or interest due the United States, (2) that 
the vessels be used only in trade between Taiwan and ports in the 
Far East and ports east of the Suez Canal, and not engage in trade 
prohibited to U.S.-flag vessels under Department of Commerce trans- 
portation orders T-1 and T-2 or any modification thereof, and (3) 
that in war or national emergency the vessels be made available to 
the United States at the statutory sales price depreciated or at scrap 
value, whichever is higher. 

The Department of Justice would have no objection to the enact- 
ment of this legislation if amended as suggested by the Department of 
Commerce. 
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The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 


Sincerely yours, 
Lawrence E. Watsa, 


Deputy Attorney General. 





CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 29, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. CuHarrMaNn: Further reference is made to your letter of 
July 1, 1959, acknowledged on July 2, requesting the comments of 
the General Accounting Office concerning TLR. 8042, 86th Congress, 
1st session, entitled “A bill to authorize the Secretary of Commerce 
to resell four C1-SAY-1 type vessels to the Government of the Re 
public of China for use in Chinese trade,in Far East and Near East 
waters exclusively.” 

H.R. 8042 would authorize the Secretary of Commerce, under cer- 
tain terms and conditions, to resell four specified ships to the Govern- 
ment of the Republic of China within 1 year after its enactment. 
This bill is substantially the same as House Joint Resolution 665, 
85th Congress, 2d session, and House Joint Resolution 122, 86th 
Congress, 1st session, on which we reported to your committee on 
August 11, 1958, and February 13, 1959, respectively, copies of which 
are attached, except that: 

1. H.R. 8042 would authorize the sale to be made at the statutory 
sales price, as defined in section 3(d) of the Merchant Ship Sales Act 
of 1946, less depreciation below the floor price to the date of sale at 
a reasonable rate as determined by the Secretary of Commerce, or 
the present fair market value of the ships, as determined by the 
Secretary of Commerce, whichever is greater. House Joint Resolu- 
tion 665 and 122 would have authorized the sale only on the basis of 
the adjusted statutory sale price method set forth above. 

2. ER. 8042 provides, as section 4 of the bill, that all repairs and 
betterments required to fit the vessels for their intended use shall be 
done in a shipyard in the United States at the expense of the pur- 
chaser. This provision was not contained in House Joint Resolutions 
665 and 122. 

Other information contained in our report of August 11, 1958, is 
still applicable at this time except that regarding the adjusted stat- 
utory sales price for the vessels, appearing in the last paragraph on 
page 1, and the current market values, shown in the third paragraph 
of page 2. If the Secretary of Commerce continued to use a dey re- 
ciation rate of 5 percent from the time of delivery of the ship to date 
of resale, plus 1 percent of the unadjusted sales price to compensate 
for war service of approximately 2 years, the adjusted price for a sale 
occurring at the end of calendar year 1959 would be approximately 
$220,000 per vessel. We are informed that the market values for the 
vessels in operating condition and in their commercial cargo state, 
type C1-B, are now estimated to be $575,000 for operating under 

S. flag, and $500,000 for operation under foreign flag, unrestricted 
trading, and that foreign scrap value is approximately $125,000. We 
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were further informed that. for those vessels whose accommodations 
could make them suitable for pilgrim trade, the estimated unrestricted 
world market value is now about $750,000. There has been no change 
in the estimated reactivation costs. 

Aside from the foregoing, and since the subject of the bill is a 
matter of policy for the Congress, we make no recommendation as to 
its enactment. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 





CompTROLLER GENERAL OF THE UNITED SraTEs, 
Washington, D.C., August 11, 1958, 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. CuatrMan: Further reference is made to your letter of 
July 29, 1958, acknowledged on July 30, requesting the comments of 
the General Accounting Office concerning House Joint Resolution 665, 
85th Congress, 2d session, entitled ‘Joint resolution to authorize the 
Secretary of Commerce to resell four C1-SAY-1 type vessels to the 
Government of the Republic of China for use in Chinese trade in 
Far East and Near East waters exclusively.” 

The resolution would authorize, under certain specified conditions, 
the resale of four named ships to the Government of the Republic of 
China at prices determined under the provisions of section 3(d) of 
the Merchant Ship Sales Act of 1946, except that depreciation below 
the floor price would be continued at a reasonable rate to be deter- 
mined by the Secretary of Commerce. It also provides that upon 
resale there would be credited against the purchase price the amount 
of downpayment and payments made under the installment notes on 
the original sale, and the balance would be payable under a first 
preferred mortgage bearing interest at 3% percent per annum for not 
more than the expected natural life of the vessel or 20 years, whichever 
is less, and on such other terms as are not more favorable than those 
applicable to sales of vessels to citizens of the United States. 

he vessels were sold to the Chinese Government in 1948 under the 
1946 act at the floor price of $1,100,000 each, and. subsequently 
repossessed in 1950 on default in payments by the purchaser. 

The records of the Maritime Administration show that a total of 
$1,100,000 was paid as downpayment on the four ships and that 
$47,000 per ship was paid off on note No. 1, making a total payment 
on principal of $1,288,000 against a total due of $4,400,000. We are 
unable to verify the amount of $116,003.25 stated as interest paid. 
Also, we have no information as to the amounts spent by the Govern- 
ment of the Republic of China for betterment work and repair and 
maintenance while the ships were under its control. 

The unadjusted statutory sales price of the vessels under section 
3(d) of the 1946 act was fixed by the Maritime Commission at 
$1,176,639. We have no information as to what the Secretary of 
Commerce would consider a reasonable rate of depreciation, but if he 
continued to use the rate of 5 percent per annum from time of delivery 
of the’ship to date of resale under the proposed bill, plus 1 percent. of 
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the unadjusted statutory sales price to compensate for war service of 
about 2 years, the depreciation would approximate $894,000 and the 
adjusted sales price $282,000 per ship. 

Je assume the bill intends that only payments on account of prin- 
cipal under the original sale should be credited to the Government of 
the Republic of China upon a resale. If so, then the credit would be 
$322,000 per ship, or approximately $40,000 more than the price which 
could be fixed under the circumstances outlined above. 

The prices of vessels sold under Private Law 629, 84th Congress, 2d 
session and under Public Law 553, 83d Congress, 2d session, were cal- 
culated by depreciating floor prices less a residual value over that 
portion of a 20-year life remaining from the expiration of sales author- 
ity under the 1946 act (January 15, 1951), to the date of sale. An 
upset price under competitive bidding was provided on the same basis 
under Public Law 938, 84th Congress, 2d session. If this procedure 
were used, the price for a sale occurring at the end of 1958 would be 
about $400,000, and after applying a credit of $322,000 the balance 
to be secured by a mortgage would be about $78,000 per ship. 

We are informed that the estimated market prices of these vessels 
in operating condition and in their commercial cargo state, type C1-B 
are as follows: 


Market value 
For operation under UO fine.* Seen t oe AS ee Seca $700, 000 
For operation under foreign flag, unrestricted........--.----------- 800, 000 


For these vessels whose troop accommodations could make them suit- 
able for the Moslem pilgrim trade approximately $1 million is the esti- 
mated unrestricted world market value in operating condition. It is 
estimated that reactivation of such a vessel from the reserve fleet 
would cost between $150,000 and $175,000. We are also informed 
that a C1-B would bring about $170,000 for scrap in Hongkong, not 
counting the value of metallic ballast or other specially valaaiile 
items which might be found in particular ships. Therefore, the Con- 
gress may wish to fix a price per ship or set a minimum below which 
they may not be sold. 

The resolution would restrict the vessels to trade in Far East and 
Near East waters exclusively. Because these are not clearly defined 
areas, we suggest that the trading area restrictions be expressed in 
terms of latitude and longitude so as to protect the interests of Ameri- 
can-flag operators as may appear necessary. 

We assume that the provision “such other terms” of sale shall not 
be more favorable than terms applicable in the case of sale of vessels to 
citizens of the United States does not refer to terms of payment only, 
but encompasses all the usual conditions such as transfers of title or 
flag, trading with certain countries, and availability of the vessels to 
the United States. 

Aside from the foregoing, and since the subject of the bill is a matter 
of policy for the Congress we make no recommendation as to its enact- 
ment. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


There are no changes in existing law. 


O 
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AUTHORIZING THE SECRETARY OF THE INTERIOR TO CONSTRUCT, 
OPERATE, AND MAINTAIN THE SPOKANE VALLEY PROJECT, 
WASHINGTON AND IDAHO, UNDER FEDERAL RECLAMATION 
LAWS 


Aveust 26, 1959.—Ordered to be printed 


Mr. AspPInaLL, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany 8. 994] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the bill (S. 994) to 
authorize the Secretary of the Interior to construct, operate, and 
maintain the Spokane Valley project, Washington and Idaho, under 
Federal reclamation laws, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its disagreement to the amendment 
of the House to the text of the bill, and agree to the same with an 
amendment as follows: 

In lieu of the matter inserted by section 2 of the House amendment 
insert the following: 

Sec. 2. In constructing, operating, and maintaining the Spokane 
Valley project, the Secretary shall be governed by the Federal reclamation 
laws (Act of June 17, 1902, 32 Stat. 388, and Acts amendatory thereof or 
supplementary thereto), except that (1) he may extend the base period of 
any contract entered into under section 9, subsection (d), of the Reclama- 
tion Project Act of 1939 (53 Stat. 1187, 1193; 48 U.S.C. 485h(d)), as 
mnded to not more than fifty years, exclusive of a development period 
af he finds such to be proper, (2) the amount to be repaid during said base 
period shall be not less than $4,400,000, (3) the remaining reimbursable 
cost of the project, except for such parts thereof as may be returned under 
temporary water supply contracts or from other sources, shall be accounted 
Sor in the same manner as provided in item (c) of section 2 of the Act of 
July 27, 1954 (68 Stat. 568), and (4) he may, upon the request of any 
contracting entity, transfer to it the care, operation, and maintenance of 
those project works which serve it alone or, upon the request of two or more 
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contracting entities, transfer to them or to any agency designated by them 
and satisfactory to him the care, operation, and maintenance of those 
— works which serve them, all on terms and conditions satisfactory 
to him. 
And the House agree to the same. 
That the Senate recede from its disagreement to the amendment of 
the House to the title of the bill, and agree to the same. 
Wayne N. ASPINALL, 
Watrer Roaers, 
JACK WESTLAND, 
Craig Hosmer, 
Managers on the Part of the House. 
CLINTON P. ANDERSON, 
Henry M., Jackson, 
Tuomas H. Kucuet, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE 
HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two houses on the amendment of the House 
to the bill (S. 994) to authorize the Secretary of the Interior to con- 
struct, operate, and maintain the Spokane Valley project, Washington 
and Idaho, under Federal reclamation laws, submit the following 
statement in explanation of the effect of the action agreed upon and 
recommended in the accompanying conference report. 

The language agreed upon by the conference committee differs from 
the language of the House-passed bill principally with respect to the 
amount of the repayment obligation of the project water users. The 
House-approved language would have required full repayment of the 
cost of the Spokane Valley project, estimated at $5,100,000, within a 
base period of 50 years, exclusive of any development period that 
might be required. The Senate-approved language would have re- 
quired the water users to repay not less than $3,700,000 in the same 
period and provided for return to the reclamation fund of the differ- 
ence between the amount paid by the water users and the full reim- 
bursable project cost from net revenues derived from power marketed 
through the nasa Power Administration. 

The conference committee, after carefully considering the studies 
and views of the Department of the Interior with respect to the re- 
payment ability of the water users, agreed that the repayment obliga- 
tion of the water users should be not a than $4,400,000 to be repaid 
in a base period of 50 years. In considering how the difference 
between this amount and the reimbursable project cost should be 
handled, the conference committee adopted language requiring that 
this amount, estimated at $700,000, be accounted for and paid into the 
reclamation fund in the manner provided in the act of July 27, 1954, 
relating to the Chief Joseph Dam project. That act already au- 
thorizes financial assistance from Chief Joseph power revenues to 
reclamation projects in the general vicinity of the Chief Joseph Dam 
and Congress has on two other occasions authorized reclamation 
projects to receive such assistance. The procedure under that act is 
already well established. On the other hand, to provide financial 
assistance from net revenues derived from power marketed through 
the Bonneville Power Administration, as provided in the Senate-passed 
bill, would have involved new policy and procedure as well as addi- 
tional bookkeeping problems. 

Wayne N. ASPINALL, 

Water ROGERs, 

JACK WESTLAND, 

Craic Hosmer, 
Managers on the Part of the House. 
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COAL RESEARCH AND DEVELOPMENT COMMISSION 
Avucust 26, 1959.—Ordered to be printed 


Mr. AsPINALL, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H.R. 6596} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H.R. 6596) to 
encourage and stimulate the production and conservation of coal in 
the United States through research and development by creating a 
Coal Research and Development Commission, and for other purposes, 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective Houses as follows: 

That the Senate recede from its amendment numbered 1. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 2, 3, and 4, and agree to the same. 

Wayne N. ASpPINALL, 
Ep EpMonpson, 
JoHN P. Sartor, 
J. ERNEST WHARTON, 


By proxy, 

Managers on the Part of the House. 
James E. Murray, 
Frank E. Moss, 
Gorpvon ALLOTT, 

Managers on the Part of the Senate. 


84006 








STATEMENT OF THE MANAGERS ON THE PART OF 
THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H.R. 6596) to encourage and stimulate the production and 
conservation of coal in the United States through research and develop- 
ment by creating a Coal Research and Development Commission, and 
for other purposes, submit the following statement in explanation of 
the effect of the action agreed upon and recommended in the accom- 
panying conference report as to each of such amendments, namely: 

The Senate-passed bill proposed striking out the House language 
designating the Coal Research and Development Commission as an 
independent agency in the executive branch. This amendmert was 
rejected by the committee of conference and the Commission will 
remain an independent agency as proposed by the House. 

A Senate amendment locating the Coal Research and Development 
Commission for administrative purposes in the Department of the 
Interior was accepted, This provision will give the Commission 
building space and provide it with housekeeping facilities and, if and 
to the extent requested by the Commission, budgetary, personnel, 
legal, and other ancillary services. It will not, on the other hand, 
interfere with the Commission’s independent conduct of its essential 
research functions. 

Subsections (b) and (c) of section 6 of the House bill are stricken 
as proposed by the Senate and there is inserted in lieu thereof an 
amendment to the first section of the act of August 1, 1947 (Public 
Law 313, 80th Cong.), adding to that act authority for the Coal 
Research and Development. Commission to establish and fix the com- 
pensation of not more than 11 scientific or professional positions in 
the Commission. 

This amendment was suggested after the bill passed the House by 
the House Post Office and Civil Service Committee. | It brings the 
establishment and fixing of compensation for scientific and professional 
positions called for by the bill within the act of August 1, 1947, as 
is the usual practice, This amendment is perfecting in nature and 
does not alter the substance of the bill as passed by the House. 

The committee of conference accepted a Senate amendment re- 
quiring the Commission to submit its annual reports to the Secretary 
of the Interior for transmittal to the President and to Congress. This 
will establish an appropriate channel for the transmittal of the annual 
reports of the Commission and will assist the Secretary in coordinating 
the activities of his Department with those of the Commission. It 
will not prejudice the status of the Commission as an independent 
agency in the executive branch or in its direct relations with and 
responsibility to the President and the Congress. 

Wayne N. AsPINALL, 
Ep EpMmonpson, 
JoHN P. Sartor, 
J. Ernest WHARTON, 
By proxy, 
Managers on the Part of the House. 
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NARCOTICS MANUFACTURING ACT OF 1960 


Avaust 26, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mus, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H.R. 529! 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 529) to discharge more effectively obligations of the United 
States under certain conventions and protocols relating to the institu- 
tion of controls over the manufacture of narcotic drugs, and for other 
purposes, having considered the same, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 1, line 5, strike out “1959” and insert “1960”. 

Page 3, line 1, strike out “(a)” and insert ‘(A)’. 

Page 3, line 2, strike out ‘‘(b)” and insert ‘(B)”’. 

Page 3, line 3, strike out ‘‘(c)” and insert “(C)”. 

Page 3, line 4, strike out “(d)” and insert “(D)”. 

3 Page 3, line 15, strike out “America July” and insert “America, 
uly”. 

Page 6, line 5, strike out “racemethorphan,” and insert “race- 
methorphan”’. 

Page 6, after line 8, insert: 

27. Phenazocine (2’-Hydroxy-5, 9-dimethyl-2-(2-phenyl- 
ethyl)-6, 7-Benzomorphan) and its salts. 

Page 8, strike out line 5 and all that follows through line 5 on page 
9, and insert the following: 

“(g¢) OPIATE.— 

“(1) IN GENERAL.—The word ‘opiate’ as used in this part 
shall mean any drug (as defined in the Federal Food, Drug, 
and Cosmetic Act (52 Stat. 1041, sec. 201(g); 21 U.S.C. 321)) 
or other substance found by the Secretary or his delegate and 
proclaimed by the Secretary or his delegate (after considering 











NARCOTICS MANUFACTURING ACT OF 1960 


the technical advice of the Secretary of Health, Education, 
and Welfare, or his delegate, on the subject) to have been so 
found in the Federal Register, after due notice and oppor- 
tunity for public hearing, to have an addiction-forming or 
addiction-sustaining liability similar to morphine or cocaine 
or to be capable of conversion into a “ve having such addic- 
tion-forming or addiction-sustaining liability, where, in the 
judgment of the Secretary or his delegate, the relative tech- 
nical simplicity and degree of yield of such conversion create 
a risk of improper use of the drug or other substance. 

“(2) ‘TeRrMINATION.—The Secretary or his delegate is au- 
thorized to withdraw any previous finding that a drug or 
other substance is an ‘opiate’ whenever (after considering 
the technical advice of the Secretary of Health, Education, 
and Welfare, or his delegate, on the subject) he determines 
that such previous finding was erroneous, and upon publica- 
tion of such determination in the Federal Register, the par- 
ticular drug or other substance shall cease to be an opiate. 
For purposes of the foregoing provision the Secretary or his 
delegate may consider any action taken pursuant to article 3 
of the 1948 protocol as defined in section 3(b) of the Nar- 
cotics Manufacturing Act of 1960. 

(3) Reauiations, EtTc.—The Secretary or his delegate is 
authorized to issue necessary rules and regulations for carry- 
ing out the provisions of this subsection, and to confer or 
impose upon any officer or employee of the Treasury Depart- 
ment whom he shall designate or appoint, the duty of con- 
ducting any hearing authorized hereunder. 

(4) Cross REFERENCE.— 

‘For treatment of certain drugs as being, or ceasing to be, 


opiates for purposes of this part, see section 5 of the Narcotics 
Manufacturing Act of 1960.’’ 


Page 9, immediately before line 6, insert the following: 


(c) Subsection (a) of section 4702 of the Internal Revenue 
Code of 1954 is amended to read as follows: 

““(a) Exceptions From CERTAIN PROVISIONS AUTHORIZED 
FOR PREPARATIONS OF No ADDICTIVE QUALITY OR OF MINOR 
ADDICTIVE geet 

“(1) If the Secretary or his delegate, either upon his 
Own motion or upon the application of an interested 
party, after consideration of the report and recom- 
mendations of an advisory committee appointed under 
paragraph (4) of this subsection, and after due notice 
and opportunity for hearing, finds that a pharma- 
ceutical preparation containing a narcotic drug combined 
with other active or inactive ingredients— 

“(A) either possesses no addiction-forming or 
addiction-sustaining liability, or does not possess an 
addiction-forming or addiction-sustaining liability 
sufficient to warrant imposition of all of the require- 
ments of this.part, and 

“(B) doesnot permit the recovery of a narcotic 
drug having such an addiction-forming or addiction- 
sustaining liability, with such relative technical 
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simplicity and degree of yield as to create a risk 

of improper use; 
the Secretary or his delegate may except such pharma- 
ceutical preparation to the extent consistent with the 
obligations undertaken by the United States pursuant 
to the Convention for Limiting the Manufacture and 
Regulating the Distribution of Narcotic Drugs, con- 
cluded at Geneva, July 13, 1931, and entered into force 
with respect to the United States of America, July 9, 
1933, as amended by the protocol signed at Lake Success 
on December 11, 1946, and the protocol bringing under 
international control drugs outside the scope of the 
convention of July 13, 1931, for limiting the manu- 
facture and regulating the distribution of narcotic drugs 
(as amended by the protocol signed at Lake Success on 
December 11, 1946), signed at Paris, November 19, 1948, 
and entered into force with respect to the United States 
of America, September 11, 1950, and with the public 
health, safety, and welfare, from any or all of the re- 
quirements imposed by this part, other than those 
requirements imposed by sections 4721, 4722, 4724(a), 
and 4732, and from any or all of the requirements 
imposed by section 6 of the Act entitled “‘An Act to 
prohibit the importation and use of opium for other 
than medicinal purposes”, approved February 9, 1909, 
as amended by section 15 of the Narcotics Manufac- 
turing Act of 1960. 

“(2) In excepting any pharmaceutical preparation 
under paragraph (1), the Secretary or his delegate may, 
in his discretion, apply any or all of the following re- 
quirements: 

“(A) Such pharmaceutical preparation shall be 
manufactured, sold, distributed, given away, dis- 
pensed, or possessed as a medicine and not = the 
purpose of evading the intentions and provisions 
of this subpart. and subpart C; 

“(B) Any manufacturer, producer, compounder, 
or vendor (including dispensing physicians) of such 
pharmaceutical preparation, awfully entitled to 
manufacture, produce, compound, or vend such 
planemoasonthall preparation, shall keep such rec- 
ords relating to such pharmaceutical preparation 
as the Secretary or his delegate shall deem necessary; 

“(C) Every person so possessing or disposing 
of such pharmaceutical preparation shall register 
as required in section 4722 and, if he is not paying 
a tax under section 4721 shall pay a special tax of $1 
for each year, or fractional part thereof, in which 
he is engaged in such occupation, to the official in 
charge of the collection district in which he carries 
on such occupation as provided in subpart C. 

“(3) If the Secretary or his delegate shall subse- 
quently determine, after due notice and opportunit 
for hearing, that a pharmaceutical preparation to whic 
such exceptions have been made applicable possesses a 
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degree of addiction liability, or permits recovery of a 

narcotic drug having a degree of addition liability, that 

results in abusive use of such exceptions, he is authorized 

to withdraw and revoke such exceptions in whole or in 
art. 

(4) Whenever the Secretary or his delegate shall, on 
his own motion, determine that there may exist reason- 
able evidence to support a finding in accordance with 
paragraph (1) of this subsection, or whenever an inter- 
ested party makes an application for such a finding, the 
Secretary or his delegate shall thereupon appoint an 
advisory committee of experts. At least one member 
of such an advisory committee shall be selected by the 
Secretary or his delegate, one by the interested party 
making the application, if any, one by the Surgeon 
General of the (United States) Public Health Service, 
and one by the Commissioner of the (United States) 
Food and Drug Administration. The Secretary or his 
delegate shall submit to such advisory committee the 
application of the interested party, if any, and any 
other available data. As soon as practicable thereafter, 
the advisory committee shall, after independent study 
of the material submitted to it by the Secretary or his 
delegate and other data available to it, certify a report 
and recommendations to. the Secretary or his delegate 
with respect to the pharmaceutical preparation involved. 

“(5) After consideration of the report and recommenda- 
tion of the advisory committee, and after due notice and op- 
portunity for hearing; the Secretary or his delegate shall 
either make the finding provided for in paragraph (1) of 
this subsection and grant such exceptions as he deems ap- 
propriate, or determine that the evidence does not support 
such a finding and deny the application, if any.” 


Page 9, line 18, after the word “amended” and before the period 
insert “by section 4(b) of this Act”’. 

Page 9, line 19, strike out “Upon” and insert in lieu thereof the 
following: 


With respect to any drug which is or may be used for medical 
or scientific purposes and to which the 1931 convention does 
not apply, and which is liable to the same kind of abuse and 
productive of the same kind of harmful effects as the drugs 
specified in article 1, paragraph 2 of the 1931 convention, 
upon 


Page 9, line 21, strike out “a certain” and insert “any such”. 

Page 9, line 22, insert “of” after the word “or’’. 

Page 12, line 20, strike out “subsection” and insert “section’’. 

Page 13, line 10, before the word ‘‘The’”’ insert “(b)’’. 

Page 13, line 18, strike out ‘*(A)” and insert ‘(1)’. 

Page 13, line 21, strike out “(B)” and insert ‘(2)’. 

Page 13, line 23, strike out the word “shall” and all that follows 
through line 7 on page 14, and insert the following: 


shall not require the Secretary or his delegate to add such 
narcotic drug to the classifications, set forth in section 3 
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(g) or to grant a manufacturing quota for such narcotic drug. 
if the Secretary or his delegate shall determine that it is 
contrary to the public health and safety to permit the manu- 
facture of such drug within the United States. 


Page 14, line 8, strike out ‘‘(b)”’ and insert ‘‘(c)’’. 
Page 14, line 24, strike out “1958” and insert ‘‘1960’’. 
Page 26, line 14, after ‘1950’ and before the period insert “(5 
U.S.C., sees. 1031-1042)”. 
‘ 7p 27, line 11, strike out “‘Geneva July” and insert ‘Geneva, 
uly”’. 
r rage 27, line 12, strike out ‘America July” and insert “America, 
uly”’. 
Page 27, line. 21, strike out ‘“‘America September” and insert 
“‘ America, September’’. 
Page 27, line 25, strike out “(1)” and insert ‘‘(A)”’, 
Page 28, line 5, strike out “(2)” and insert ‘(B)”’. 
Page 28, line 8, strike out “(3)” and insert “‘(C)”’. 
Page 31, lines 5 and 6, strike out “‘the Territory of Alaska, the 
Territory of Hawaii,”’. 
Page 31, after line 15, insert the following: 


EFFECTIVE DATE 


Src. 22. With the exception of section 8(a), this Act shall 
take effect on January 1 of the year following the date of its 
enactment. Section 8(a) shall take effect on the date of 
enactment of this Act. 


I. PURPOSE 


Your committee’s bill, H.R. 529, is designed to give full effect to 
treaty obligations of the United States to limit exclusively to medical 
and scientific purposes the manufacture of narcotic drugs and to 
require that such manufacture be restricted to persons and premises 
that have been licensed for the purpose. It is also designed to amend 
the Narcotic Drugs Import and Export Act (21 U.S.C. 171-185) to 
bring the regulation of exports in conformity with current treaty 
obligations, and to permit the importation and exportation of certain 
narcotic drugs for scientific research purposes. Your committee is 
unanimous in urging the enactment of H.R. 529 as amended. Favor- 
able reports were received on this legislation from the Treasury De- 
partment and the Department of State. 


II, GENERAL STATEMENT 


The present provisions for the control of the distribution and use of 
narcotic drugs, insofar as the Federal law is concerned, are contained 
in parts I and III of subchapter A of chapter 39 of the Internal 
Revenue Code of 1954. Although these provisions (generally known 
collectively as the Harrison Act) were enacted as a taxing measure, 
they have been generally effective in controlling the distribution and 
use of narcotic drugs. However, neither the Harrison Act nor the 
Narcotic Drugs Import and Export Act affords a basis for specific 
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quantitative limitation of the manufacture of narcotic drugs, parti- 
cularly those of completely synthetic origin. 

When the 1931 Convention for Limiting the Manufacture and 
Regulating the Distribution of Narcotic Drugs entered into force with 
respect to the United States of America July 9, 1933, our country 
accepted an obligation to limit to medical and scientific uses its manu- 
facture of the narcotic drugs then covered by that convention, that is, 
the “natural’’ narcotic drugs falling within the category of derivatives 
of opium and coca leaves, such as morphine and cocaine. This obliga- 
tion could be and was met indirectly by appropriate restrictions, 
under the Narcotic Drugs Import and Export Act, upon the importa- 
tion of the crude material (opium and coca leaves), there being no 
domestic production of these raw materials in the United States. 

However, beginning approximately with the year 1940, there were 
discovered and developed synthetic substitutes for the ‘natural’ 
analgesic drugs in the morphine class. These synthetic narcotic 
drugs (such as mepheridine, methadon, etc.) bore no chemical re- 
lationship to senna or opium, but were synthetically prepared 
from other chemicals rather readily obtainable, yet they were found to 
have a pain-relieving quality and, unfortunately, a drug-addiction 
liability comparable to morphine. In 1946 the Robertson amendment, 
now section 4731(g) of the Internal Revenue Code of 1954, was 
adopted as a procedure whereby any drug found by the Secretary of 
the Treasury to have addiction lability similar to morphine or 
cocaine, and so proclaimed by the President, could be classed as an 
“opiate” and be subjected to control of the Federal narcotic laws. 
A somewhat analagous procedure, in the field of international control, 
was provided by the 1948 protocol for bringing under international 
control drugs outside the scope of the 1931 Convention for Limiting 
the Manufacture and Regulating the Distribution of Narcotic Drugs. 
Thus any state party to the 1948 protocol which considers that a drug 
which is or may be used for medical or scientific purposes and which is 
not presently under control of the 1931 convention is liable to the same 
kind of abuse and productive of the same kind of harmful effects as 
the drugs covered by that convention may send a notification to that 
effect, with all material information, to the Secretary General of the 
United Nations who shall transmit it immediately to the other states 

arties to the protocol, the Commission on Nartotic-Drugs:and the 

orld Health Deneniantion. If the World Health Organization finds 
that the drug in question is capable of producing addiction or of 
conversion into a product capable of producing addiction, it shall 
decide under what regime the drug shall fall under the 1931 conven- 
tion. Such decision and finding is required to be communicated 
promptly by the Secretary General to the several states parties who 
are thereupon obliged to apply to the drug in question the appropriate 
control under the 1931 convention. 

The 1948 protocol entered into force with respect to the United 
States of America on September 11, 1950, and there is need for legis- 
lation to implement the provisions of the protocol, as represented by 
section 5 of H.R. 529. A conforming amendment is also necessary to 
section 4731(g) of the Internal Revenue Code of 1954, to include under 
the definition of ‘opiate’ a drug which may not itself have addiction 
liability but may readily be converted into an addicting drug, and to 
permit the Secretary or his delegate to withdraw a previous finding 
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that a drug is an “opiate” whenever he determines that such previous 
finding was erroneous (sec. 4(b) of H.R. 529). The amendment pro- 
posed by this section also eliminates the necessity of a proclamation 
of the finding by the President, reserving to the Secretary or his dele- 
gate the duty of making the finding and the proclamation. 

The drugs covered by article 10 of the 1925 Geneva Convention and 
referred to in the 1931 convention and the 1948 protocol are restricted 
to narcotic drugs—that is, drugs having an addiction-sustaining lia- 
bility similar to morphine or cocaine or convertible into drugs having 
such addiction-sustaining liability. Therefore, our treaty obligations 
do not relate to, and the committee’s bill does not dock to control, 
the manufacture of other drugs such as, for example, barbiturates, 
amphetamines, tranquilizers, and alcohol, which may have some 
type of addictive or habit-forming qualities, but whose addiction 
liability is not similar to that of morphine or cocaine. 

The bill under discussion, therefore, provides a system of licenses 
and manufacturing quotas for all manufacturers, with appropriate 
safeguards, with respect to the manufacture of the basic classes of 
narcotic drugs, both natural and synthetic, for medical and scientific 
purposes. This is required to enable the U.S. Government to dis- 
aie its treaty obligations and to provide for the general health and 
welfare. 

The committee amendment provides a procedure, by revision of 
subsection (a) of section 4702 of the Internal Revenue Code of 1954, to 
except from application of certain provisions of the code and of export 
requirements of the Narcotic Drugs Import and Export Act such 
narcotic preparations as are found to have no addictive liability or 
minor addictive liability. This exception as far as it relates to a 
particular narcotic preparation may be withdrawn and revoked if it is 
subsequently determined, after notice and opportunity for hearing, 
that the preparation does have an addiction potentiality that results 
in abusive use of the exception. 


III. TREATY OBLIGATIONS 


One of the important narcotic conventions to which the United 
States is a party is the one previously described as the 1931 Conven- 
tion for Limiting the Manuufacture and Regulating the Distribution 
of Narcotic Drugs. By becoming a party to the 1931 convention, the 
United States became obligated to carry out certain provisions of the 
International Opium Convention of 1925 (commonly known as the 
1925 Geneva Convention) to which the United States was not a party. 
Thus, article 13.1(a) of the 1931 convention provides that the parties— 


* * * shall apply to all drugs in group I, the provisions of the 
Geneva Convention which are thereby applied to substances 
specified in its fourth Article (or provisions in conformity 
therewith). 


The provisions of the 1925 Geneva convention, thus referred to and 
undertaken, include the obligation to— 


* * * enact effective laws or regulations to limit exclusively 
to medical and scientific purposes the manufacture, import, 
sale, distribution and use (of narcotic drugs) (Geneva conven- 
tion, art. 5). 
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It also includes the obligation to— 


* * * confine the manufacture of the substances referred to 
in Article 4 (b), (c) and (g) to those establishments and 
premises alone which have been licensed for the purpose 
(Geneva convention, art. 6(a)). [Emphasis added.] 


The substances referred to in article 4 (b), (c) and (g) of the Geneva 
convention include— 


(b) Crude cocaine and ecgonine. 
(c) Morphine, diacetylmorphine, cocaine and their respec- 
tive salts. 
of * * * * 


(g) Any other narcotic drug to which the present Conven- 
tion may be applied in accordance with Article 10. 


The “catchall” article 10 of the Geneva Convention referred to in 
article 4(g) above, as amended by the 1946 protocol, provides for the 
addition to the list of narcotic drugs (to which arts. 5 and 6 of the 
Geneva convention shall be applied) such narcotic drugs as are 
accepted for inclusion in the list by the contracting parties on the 
advice of an expert committee of the World Health Organization and 
recommendation of the Economic and Social Council of the United 
Nations. Under article 10, as amended by the 1946 protocol, each 
contracting party had the choice of accepting the recommendations 
of the U.N. agencies and thereupon seplyine the provisions of the 
Geneva convention to the narcotic drug in question. However, 
article 10 has since been supplemented by the 1948 protocol, pre- 
viously described, making it a firm obligation upon all the contracting 
parties to apply “‘the appropriate regime laid down by the 1931 con- 
vention” to any narcotic drug found by the World Health Organiza- 
tion to be “capable of producing addiction, or conversion into a 
product capable of producing addiction.” In the preamble to the 
1948 protocol it is stated that its provisions are directed particularly 
to synthetic drugs which have resulted from modern pharmacology 
and chemistry which were not previously covered by the 1931 con- 
vention. 

By articles 2 and 5 of the 1931 convention, each contracting party 
is obligated to furnish annual estimates of the quantities of each drug 
to be required by that country for— 


(a) Medical and scientific needs; 

(b) For conversion, whether for domestic consumption or 
for export; 

(c) For reserve stocks; and 

(d) For Government stocks. 


Article 6 further provides that there shall not be manufactured in 
any country in any one year a quantity of any drug greater than the 
total of— 


(a) The quantity estimated to be required for medical and 
scientific needs; 

(b) The quantity estimated to be required for conversion; 

(c) The quantity required for lawful export; 

(d) The quantity required to maintain reserve stocks at 
the estimated level; and 
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(e) The quantity required for Government stocks at the 
estimated level. 


Article 7 provides that from the total permitted to be manufactured 
under article 6 there shall be deducted the amount of imports and the 
amounts seized and used for domestic consumption or for conversion. 

Thus the U.S. Government is obligated by treaty to confine the 
manufacture of all narcotic drugs, including any new synthetic narcotic 
drugs found by the World Health Organization to be addiction forming 
or convertible into an addiction-forming drug, to ‘‘those establish- 
ments and premises alone which have been licensed for the purpose,” 
and to enact laws to limit production and sale to medical and scientific 
purposes, to furnish an annual estimate of its needs for such purposes, 
and to restrict the quantity manufactured to the amount of the 
estimate. 

IV. DESCRIPTION OF THE BILL 


1. Short title—Section 1 provides a short title for the bill so that it 
could be cited as the “Narcotics Manufacturing Act of 1960.” 

2. Necessity for legislation.—Section 2 states reasons for the need, 
and constitutional basis, for the proposed legislation. 

3. Definitions.—Section 3 defines the terms used in the bill. The 
definitions in subsections (c), (g), (h), and (i) require some explanation. 

(c) The administration of the bill, if enacted into law, will be by the 
Secretary of the Treasury or his delegate, who in practice will pre- 
sumably be the Commissioner of Narcotics. 

(g) This subsection defines the term ‘‘basic class of narcotic drug” 
which is the unit of control employed in the act. The definition is 
by enumeration. The classes enumerated are adapted from the classi- 
fication established by the World Health Organization and the Com- 
mission on Narcotic Drugs of the United Nations Economic and Social 
Council and include those classes which are presently commercially 
produced in the United States. A committee amendment added a 
recently discovered drug (phenazocine) and its salts to the basic classes 
of narcotic drugs. Modification of the list of basic classes of narcotic 
drugs may be made in accordance with the procedure established by 
section 6 of the bill, later explained. 

(h) This subsection defines the term ‘net disposal” which is the 
concept employed in section 11 of the bill as the basis for the auto- 
matic manufacturing quotas to which manufacturers of narcotic drugs 
licensed under the proposed act will be entitled. A detailed explana- 
tion of the term will be found in the discussion of section 11. 

(i) This subsection defines the term ‘“‘narcotic precursor,” which is 
& nonnarcotic substance that may conveniently be used to manufac- 
ture a narcotic drug. The extent to which narcotic precursors should 
be subjected to contro] poses difficult problems. The tentative and 
temporary solution proposed by this bill is discussed below in connec- 
tion with section 13. 

4. Amendments to Internal Revenue Code of 1954.—This section 
amends the definitions of ‘‘narcotic drugs’ and ‘‘opiates,”’ respectively, 
— in section 4731 of the Internal Revenue Code of 1954, as 
ollows: 

(1) It excludes from the definition of ‘‘narcotic drugs” decocainized 
coca leaves or extracts of coca leaves which do not contain narcotic 
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drugs, in order to exempt such substances, which are used primarily 
in the manufacture of soft drinks, from the controls of the bill. 

(2) It adds to the definition of “opiate” (which includes drugs 
having an addiction-forming or addiction-sustaining liability similar 
to morphine or cocaine) those drugs or substances found to present 
a risk of relatively easy and economical conversion into a drug with 
an addiction liability similar to morphine or cocaine; removes the 
requirement of a Presidential proclamation of a finding under subsec- 
tion (g) of section 4731 of the Internal Revenue Code; and authorizes 
the Secretary or his delegate to withdraw any previous finding that a 
drug or other substance is an “opiate’’ whenever he determines that 
such previous finding was erroneous. A committee amendment pro- 
viding for consideration of technical advice of the Secretary of Health, 
Education, and Welfare, or his delegate, officially recognizes and 
insures the continuation of the present administrative practice. 

5. Notifieations, findings, and decisions under the 1948 protocol.— 
This section establishes procedures for notification under the 1948 
protocol, and the effect of findings and decisions under that protocol. 

(a) Before a notification may be sent on behalf of the United 
States under the 1948 protocol to the United Nations for the World 
Health Organization, that a drug is considered addictive or readil 
convertible into an addicting drug and therefore should be controlled, 
such drug must first be found to be an “‘opiate” in accordance with the 
procedure prescribed by section 4731(g) of the Internal Revenue 
Code as proposed to be amended by section 4 of this bill. This pro- 
vision links the U.S. recommendations for international control to 
the usual route for domestic control, that is the Robertson amendment 
procedure (as suggested to be revised) of the Harrison Act. This 
provision affords interested parties opportunity for hearing where 
desired. At the same time, this provision permits reasonably quick 
action to establish domestic control of a new synthetic found to be 
dangerous from the standpoint of addiction liability. 

(b) When the United States receives a finding or decision from the 
World Health Organization or the United Nations Commission on 
Narcotic Drugs that a drug, which has not already been found to be 
an ‘opiate’ pursuant to revised Robertson amendment procedure, 
requires control under the 1931 convention, the Secretary or his dele- 
gate will publish the finding in the Federal Register. After publica- 
tion, the drug is subject to control as an “‘opiate’’ as if it had been so 
determined under the revised Robertson amendment procedure. 
This provision is considered necessary to effectuate the obligatory 
provision of the 1948 protocol. A committee amendment to the first 
sentence of subsection (b) of section 5 is designed to insure that the 
finding or decision upon which further action is to be taken shall be 
pursuant to the standard set by the 1948 protocol. 

(c) Any person interested in the U.S. manufacture and distribution 
of a drug that becomes subject to control by operation of subsection 
(b), (that is, upon publication of a finding communicated under the 
1948 protocol and not pursuant to the revised Robertson amendment 
procedure) may submit written opposition to the Secretary or his 
delegate for transmission to the appropriate international group for 
consideration. If the appropriate international group revokes its 
former decision, the Secretary or his delegate shall publish the revised 
finding in the Federal Register within 90 days of receipt. Within 
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this 90-day period, the Secretary or his delegate may initiate an 
opiate procedure under the revised Robertson amendment. If he 
does not do so, the drug ceases to be an opiate upon publication in 
the Federal Register. If he initiates an opiate procedure, the drug 
continues to be subject to control as an opiate until the opiate pro- 
ceeding is concluded. This provision is necessary to effectuate the 
correction procedure of article 3 of the 1948 protocol and at the same 
time to prevent a gap in control between tie time of notification by 
the United Nations and the conclusion of an opiate proceeding. 

(d) If a drug once subejct to the 1931 convention is removed from 
the requirements of international control under the correction pro- 
cedure of article 3 of the 1948 protocol, it does not automatically 
cease to be an “opiate.” If it was determined to be an “opiate” 
under the Robertson amendment procedure, the Secretary or his 
delegate may, in his discretion, let it continue to be an “opiate.” 
This provision is necessary to effectuate the purposes of the Robertson 
amendment in the possible but unlikely event of a relaxation of inter- 
national standards below those set by the Robertson amendment. 

6. Modification of list of basie narcotic drugs.—This section gives the 
Secretary or his delegate (upon his initiative or upon the petition of 
any interested person) the power by rule made on the record after 
opportunity for hearing, to alter the classifications set forth in section 
3(g), ie., basic classes of narcotic drugs, by adding to, subtracting 
from, or further defining such classifications or any one or more of 
them. However, no basic class may be added unless the drug or 
drugs falling within it have been determined by the Secretary or his 
delegate to be narcotic drugs as defined by the Internal Revenue 
Code, or unless a finding to this effect is published in the Federal 
Register pursuant to section 5 of the bill. This provision is designed 
to prevent nonnarcotic substances from being subjected to manufac- 
turing controls under the bill. 

7. Restrictions on the manufacture of narcotic drugs.—This section 
makes unlawful the manufacture or permitting the manufacture of 
narcotic drugs in certain cases, and grants discretion to the Secretary 
or his delegate, under a specified condition, as to the addition of a 
new narcotic drug to the classifications set forth in section 3(g) of 
the bill. 

(a) Except as otherwise provided in the bill, it is made unlawful 
to manufacture any narcotic drug unless the drug is within a basic 
class and the manufacturer has a currently effective license and quota 
with respect to such basic class. This makes clear the fundamental 
basic of the bill, that all narcotic drug manufacture will be carried 
out under licensing and the establishment of quotas. It is also pro- 
vided that the Secretary or his delegate is not required to add a 
narcotic drug to the list of basic classes nor to grant a manufacturing 
quota for a narcotic drug if he determines that manufacture of the 
drug is contrary to the public health and safety. 

(b) It is made unlawful to manufacture or attempt to manufacture 
any narcotic drug or knowingly to permit such manufacture by a 
lessee or tenant, unless the manufacture has been authorized by a 
license and by the establishment of a quota. It is also unlawful for 
the ho!der of a quota to exceed the quota limits. 

8. Licenses to manufacture narcotic drugs.—This section is the 

eneral licensing provision. It also provides for a limited exemption 
rom the license requirement. 
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(a) Every manufacturer of a basic class of narcotic drugs or in- 
tended manufacturer is required to obtain a separate license from the 
Secretary or his delegate for each basic class which he manufactures 
or intends to manufacture. A committee amendment requires the 
license to be obtained, by those currently manufacturing basic classes 
of narcotic drugs, on or before January 1, 1960. ‘This subsection also 
sets out the purposes and criteria which are to govern the Secretary 
or his delegate in determining whether to issue a license to a particular 
applicant. Considering the importance of exercising close control of 
the production of these potentially dangerous drugs, it is the intention 
that the manufacture thereof be restricted not only to persons having 
the requisite technical competence, drug-manufacturing experience, 
and safeguards against diversion, but also to the smallest number of 
establishments that will produce an adequate and continuous supply 
of narcotic drugs for medical and scientific purposes. 

(b) This subsection ties the regulatory scheme under the bill to the 
Harrison Act by providing that registration pursuant to the Harrison 
Act shall be a prerequisite to the issuance of a manufacturing license; 
Licenses, once issued, will stay in effect subject only to annual regis- 
tration under the Harrison Act, unless revoked or voluntarily sur- 
rendered. ‘This subsection also provides that the issuance of a license 
does not automatically entitle the holder to perform any act with 
respect to a narcotic drug which, under this or any other act, requires 
the consent or approval of the Secretary or his delegate. 

(c) This subsection provides that a license to manufacture one basic 
class of narcotic drugs does not entitle the holder to manufacture any 
other basic class of narcotic drugs. 

(d) This subsection requires the Secretary or his delegate to author- 
ize a person registered as a manufacturer or as a person engaged in 
research under section 4722 of the Internal Revenue Code of 1954 to 
produce any narcotic drug (whether or not within an established basic 
class) except crude opium or coca leaves, solely for research and 
testing. The person need not hold a license under subsection (a), 
but he must meet to the satisfaction of the Secretary or his delegate 
the standards for licensing under subsection (a)(4). The Secretary 
or his delegate specifies the quantity of the narcotic drug which may 
be produced pursuant to a research authorization. The producer 
must report the quantities made and the use and disposal thereof and 
may dispose of the drug only in accordance with the regulations of 
the Secretary or his delegate. (Under present regulations, the pro- 
ducer of a drug who is registered as a manufacturer may dispose of 
the drug under procedures that require compliance with tax stamp, 
recordkeeping, and reporting obligations. The producer of a drug 
registered as a person engaged in research may make disposals to other 
research facilities for testing and clinical evaluation in accordance with 
special regulations imposing labeling and recordkeeping requirements.) 
Any research authorization is subject to suspension or revocation. 

9. Revocation or suspension of licenses.—This section sets forth the 
criteria and procedure for license revocation or suspension. 

(a) This subsection establishes the criteria for license revocation. 
These criteria are comparatively narrow. ‘They require criminal con- 
viction under Federal or State narcotic laws; or violation of regula- 
tions relating to narcotic drugs under circumstances which reflect 
unfavorably upon the reliability and integrity of the licensee. Revo- 
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cation may in the discretion of the Secretary or his delegate extend 
to all 1" pres held by a licensee. 

(b) This subsection establishes the procedure for license revoca- 
tion and interim suspension. Before any revocation action, an order 
to show cause with an explanation of its basis is served on the licensee. 
The license may be suspended pending the revocation proceeding if 
required by the public interest. The licensee is given a hearing con- 
ducted in accordance with section 5 of the Administrative Procedure 
Act (5 U.S.C.A. 1004). The Secretary or his delegate is “the agency” 
for the purposes of sections 7 and 8 of the Administrative Procedure 
Act, so that his decision is final for administrative purposes. After 
the hearing, the Secretary or his delegate may issue a revocation 
order, which must be supported by findings and reasons. This order 
is subject to judicial review in the manner prescribed in Public Law 
901, 8ist Congress, approved December 29, 1950. The Secretary or 
his delegate has the burden of proceeding with evidence and the bur- 
den of proof in a revocation hearing. Revocation proceedings do not 

reclude criminal or other proceedings under this or any other act. 

he notice and hearing provisions of this section are considered to be 
constitutionally necessary, since license revocation involves the power 
to put a manufacturer out of business. The procedure established, 
while affording due process to the licensee, also protects the public 
interest by permitting interim suspension. 

10. Authority to secze narcotic drugs, order forms, and tax stamps.— 
This section provides for the discretionary impounding by the Secre- 
tary or his delegate of all narcotic drugs and all unused order forms or 
narcotic stamps owned or possessed by a licensee under suspension or 
a revocation order until the conclusion of all appeals or the running of 
time for appeal. When the suspension or revocation order becomes 
final, all such drugs, forms, and stamps are forfeited to the Govern- 
ment. 

11. Manufacturing quotas for basie classes of nareotic drugs.—This 
section provides the formulas for determining manufacturing quotas 
for basic classes of narcotic drugs. 

(a) This subsection gives the Secretary or his delegate the responsi- 
bility of determining the total quantity of each basic class which should 
be manufactured in each year for domestic and export requirements 
and for reserves. This total will be the aggregate from which in- 
dividual manufacturing quotas will be established. 

(b) If it becomes necessary to limit or reduce individual quotas to 
prevent the aggregate of such individual quotas from exceeding the 
amount of the determination of the Secretary or his delegate under 
subsection (a), authority is given by this subsection (b) to limit or 
reduce the individual quotas on an across-the-board basis. However, 
if a licensee has already produced in excess of his quota as reduced, the 
excess amount shall be subtracted from his quota for the following year. 

(c) This subsection provides the formula for fixing a manufacturer’s 
calendar year quota, subject to the provisions of subsections (a) 
and (b). The quota is established by the Secretary or his delegate on 
or before June 1 of the year, after application therefor by the manu- 
facturer. Subject to possible reduction under subsection (b), the 
normal minimum quota for an established manufacturer of a par ticular 
basic class is his net disposal (as defined in sec. 3(h) to include not 
only transfers by sale or otherwise, but also use in the production of 
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another basic class, less returns and transfers to another licensee of 
the same basic class) during the preceding year or average of 3 
immediately preceding years if greater, plus one-half his net disposal 
during the preceding year, minus his inventory on December 31 of 
the preceding year. Thus, the lower the inventory the greater the 
quota, thereby providing a built-in growth factor for periods of 
increasing demand. Conversely, if net disposals decline, so does the 
quota for the next year. 

(d) This subsection provides for a provisional quota for established 
licensed manufacturers pending the establishment of the annual quota 
on or before June 1. This quota is determined by the manufacturer 
without application to the Secretary or his delegate. This provisional 
quota is 75 percent of the net disposal during the 12 months preceding 
September 30 of the past year, or 75 percent of 12 times the average 
monthly net disposal for the 2% years preceding September 30 of 
the past year, whichever is greater. The provisional quota percentage 
may be raised or lowered by direction of the Secretary of his delegate 
for good cause. Any such revision applies to the provisional quotas 
of all manufacturers of the basic class involved. The provisional 
quota device is obviously necessary to permit unimpeded production 
pending the establishment of regular annual quotas. 

(e) This subsection provides for the fixing by the Secretary or his 
delegate, upon application by a licensed manufacturer who has no 
relevant net disposal experience, of a quota adequate to cover his 
reasonably anticipated requirements for the year of application. This 
provision is necessary to meet the case of the licensee who is beginning 
or resuming the manufacture of a particular basic class. 

(f) This “subsection authorizes a quota applicant or recipient to 
apply for an increase to meet an estimated increase in requirements. 
It is designed for use in the extraordinary case where the increase in 
demand for a given basic class is so sharp and sudden that the growth 
factor built into the quota system is inadequate. The Secretary or 
his delegate may consider such a need and, if the total quantity 
determined under subsection (a) is greater than the ageregate of all 
individual quotas established he may consider the equitable distribu- 
tion of all or a part of such excess among all manufacturers. 

12. Exception from applicability of license and quota provisions— 
This section exempts from the license and quota requirements of the 
bill the manufacture of such quantities of any basic class as inciden- 
tally but necessarily result from the manufacturing process used for 
the manufacture of a duly licensed basic class. This is designed to 
take care of the case where the licensee manufactures A, and in its 
manufacture inevitably produces small quantities of B which he has 
no desire to deal in commercially, either for purposes of sale or pur- 
poses of further processing. This provision must be read in con- 
junction with section 8(c) w hich provides in effect that a license for 
the manufacture of A is not to be construed as a license for the manu- 
facture of B simply because B results from the production of A. If 
the licensee wants to go into the business of manufacturing B for sale 
or further processing, he must obtain a separate license for B. In the 
absence of such a license he is exempt from the license and quota 

rovisions in respect to the amounts of B which he does produce, but 

e can deal with B only as directed by the Secretary or his delegate. 
He is not free to sell or use it, unless the Secretary or his delegate 
determines that it is nonaddicting. 
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A similar provision is made with respect to the possibility that 
persons not engaged in the manufacture of narcotic drugs may inci- 
dentally produce a basic class of narcotic drug in the course of manu- 
facturing a product which is not a narcotic drug. Again they are 
exempt from the license and quota requirements, but they must do 
as the Secretary or his delegate directs them to do with respect to 
such quantities of the narcotic drug as they may incidentally but 
necessarily produce. 

13. Regulation with respect to persons who manufacture narcotic 
precursors.—Section 13 represents a tentative solution to the problem 
of ‘narcotic precursors” previously mentioned in connection with the 
definition of this term in section 3(i). It would be possible in this 
proposed statute either to do nothing at all about narcotic precursors 
or to subject them to the same controls as narcotic drugs themselves. 
Neither of these extremes appears desirable. The most immediate 
need is for information about the extent of the narcotic precursor 

roblem. Consequently, regulation of narcotic precursors is limited 
. this statute to the requirement that persons who deal in narcotic 
precursors must keep records and make reports with respect to their 
disposals. On the basis of the information so gathered, the Secretary 
or his delegate will be able to determine to what extent, if any, the 
availability of narcotic precursors tends to facilitate the manufacture 
of narcotic drugs by other than licensees under the act and consequent 
diversion of narcotic drugs into illegitimate channels. Depending on 
his judgment as to the character of the problem, the Secretary or his 
delegate may then see fit to recommend further legislation on the 
subject of narcotic precursors to the Congress. 

14. Certain procedures for judicial review.—Every final decision of 
the Secretary or his delegate relating to (a) the determination of a 
“narcotic precursor,” (b) modification of the basic classes of narcotic 
drugs, (c) refusal to issue or revocation of a license to manufacture a 
basic class of narcotic drugs, or (d) fixing or denying a regular, special 
or additional manufacturing quota for a basic class of narcotic drug, 
is made subject to judicial review in the manner prescribed by Public 
Law 901, Congress (ch. 19A of title 5, U.S.C.). This is the procedure 
for the review of the orders of Federal agencies now applicable to 
orders of the Federal Communications Commission, the Secretary of 
Agriculture, and so forth. 

15. Amendment to law with respect to exportation of narcotic drugs.— 
Section 15 seeks to revise the existing conditions placed upon the grant- 
ing of an export authorization by requiring that the country of desti- 
nation of a narcotic shipment from the United States shall have 
become a party to the particular convention under which the narcotic 
drug in question is controlled. It also authorizes the special exporta- 
tion of any narcotic drug to any country which has ratified one of the 
principal narcotic conventions if the drug is to be applied to a special 
scientific purpose in the country of destination if the authorities of 
such country will permit the importation for such purpose. 

16. Authorizing importation of narcotie drugs as to certain persons.— 
Under existing law, there is a prohibition against the importation of 
narcotic drugs into this country except for certain quantities of crude 
opium and coca leaves. Section 16 relaxes this prohibition to the 
extent necessary to permit the importation of narcotic drugs for de- 
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livery to Government officials or licensed manufacturers for scientific 
purposes only. 

17. Enforcement and authority to delegate functions.—Section 17 
imposes the duty of enforcement of the act upon the Secretary or his 
delegate, who is authorized to prescribe enforcement regulations and 
to delegate any and all of his powers under the act. It is contem- 
plated that the powers conferred on the Secretary by this act will be 
delegated to the Commissioner of Narcotics. 

18. Penal provisions.—Section 18 makes it a felony to violate any 
provision of the act and prescribes penalties therefor. It also makes 
it a misdemeanor to take part in the preparation or presentation of 
a false statement in any application under the act, and prescribes 
penalties for such misdemeanor. 

19. Section 19 relieves the Secretary or his delegate of the necessity 
of negativing possible exemptions in any judicial or administrative 
proceeding under the act. It also places the burden of proving the 
existence of an appropriate license or quota on the person who claims 
such license or quota, and it creates a rebuttable statutory presump- 
tion that in the absence of such proof the person does not hold such 
license or quota. 

20. Section 20 is the usual provision as to territorial applicability. 

21. Section 21 is the standard separability clause. 

22. A committee amendment adds an effective date provision (sec. 
22), which provides that the act shall take effect on January 1 of the 
year following the date of its enactment, except that section 8(a) 
shall take effect on the date of enactment of the act. The act should 
operate on a calendar year basis to conform with the same period for 
which manufacturing estimates are submitted under the 1931 con- 
vention. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1954 


SEC, 4731. DEFINITIONS. 
(a) Narcotic Drues.—The words “‘narcotic drugs” as used in this 
part shall mean any of the following, whether produced directly or 
indirectly by extraction from substances of vegetable origin, or inde- 
pendently by means of chemical synthesis, or by a combination of 
extraction and chemical synthesis: 
(1) Opium, isonipecaine, coca leaves, and opiate; 
(2) Any compound, manufacture, salt, derivative, or prepara- 
tion of opium, isonipecaine, coca leaves, or opiate; 
(3) Any substance (and any compound, manufacture, salt, 
derivative, or preparation thereof) which is chemically identical 
with any of the substances referred to in clauses (1) and (2){.J; 
except that the words “narcotic drugs’? as used in this part shall not 
include decocainized coca leaves or extracts of coca leaves, which extracts 
do not contain cocaine or ecgonine. 

* * * * * * * 
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(g) Optate.—The word ‘“‘opiate” [,] as used in this part shall 
mean any drug (as defined in the Federal Food, ee and Cosmetic 
Act [;] (52 Stat. 1041, [section] sec. 201 (g); 21 U.S. C. 321)) or 
other substance found by the Secretary or his delegate on proclaimed 
by the Secretary or his delegate to have been so found in the Federal 
Register, after due notice and opportunity for public hearing, to have 
an addiction-forming or addiction-sustaining lability similar to mor- 
phine or cocaine [, and proclaimed by the President to have been 
so found by the Secretary or his delegate] or to be capable of conversion 
into a drug having such addietion-forming or addiction-sustaining liabil- 
ity, where in the gudgment of the Secretary or his delegate, the relative 
technical simplicity and degree of yield of such conversion create a risk 
of improper use of the drug. The Secretary or his delegate is authorized 
to issue necessary rules and regulations for carrying out the provisions 
of this subsection, and to confer or impose upon any officer or em- 
ployee of the Treasury Department whom he shall designate or 
appoint, the duty of conducting any hearing authorized hereunder. 
The Secretary or his delegate 1s authorized to withdraw any previous 
finding that a drug or other substance 1s an “‘ opiate’ whenever he deter- 
mines that such previous finding was erroneous, and upon publication of 
such determination in the Federal Register, the particular drug or other 
substance shall cease to be an opiate. For purposes of the foreqoing 
provision the Secretary or his delegate may consider any action taken 
pursuant to article 3 of the 1948 protocol. 


SECTION 6 OF THE ACT OF FEBRUARY 9, 1909, AS AMENDED 


{Sec. 6. (a) That it shall be unlawful for any person subject to 
the jurisdiction of the United States Government to export or cause 
to be exported from the United States, or from territory under its 
control or jurisdiction, or from countries in which the United States 
exercises extraterritorial jurisdiction, any narcotic drug to any other 
country: Provided, That narcotic drugs (except smoking opium and 
opium prepared for smoking, the exportation of which is hereby 

aoe prohibited) may be exported to a country only which has 

ratified and become a party to the convention and final protocol 
between the United States Government and other powers for the 
suppression of the abuses of opium and other drugs, commonly known 
as the International Opium Convention of 19 12, and then only if 
(1) such country has instituted and maintains, in conformity with 
that convention, a system, which the board deems adequate, of per- 
mits or licenses for the control of imports of such narcotic drugs; 
(2) the narcotic drug is consigned to an authorized permittee; and 
(3) there is furnished to the board proof deemed adequate by it, that 
the narcotic drug is to be applied exclusively to medical and legiti- 
mate uses within the country to which exported, that it will not be 
reexported from such country, and that there is an actual shortage 
of and a demand for the narcotic drug for medical and legitimate 
uses within such country.] 

Sze. 6. (a) No person subject to the jurisdiction of the United States 
Government shall export or cause to be exported from the United States, 
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or from territory under its control or qurisdiction, any narcotic drug to 
any other country except— 

(1) to a country which has ratified and become a party to the 
International Opium Convention of 1912 for the Suppression of the 
Abuses of Opium, Morphine, Cocaine, and Derivative Drugs, or to 
the International Opium Convention signed at Geneva on February 
19, 1925, any narcotic drugs derived directly or indirectly from crude 
opium or coca leaves; or 

(2) to a country which has ratified and become a party to the 
Convention for Limiting the Manufacture and Regulating the Dis- 
tribution of Narcotic Drugs concluded at Geneva July 13, 1931, and 
entered into force with respect to the United States of America July 
9, 1933, as amended by the protocol signed at Lake Success on De- 
cember 11, 1946, and the protocol bringing under international con- 
trol drugs outside the scope of the convention of July 18, 1931, for 
limiting the manufacture and regulating the distribution of narcotic 
drugs (as amended by the protocol signed at Lake Success on De- 
cember 11, 1946) siqned at Paris November 19, 1948, and entered 
into force with respect to the United States of America September 
11, 1950, any narcotic drugs not derived directly or indirectly from 
crude opium or coca leaves; 

and in the instance of (1) and (2) then only if— 

(1) such country has instituted and maintains, in conformity 
uth the respective conventions, a system which the Secretary of the 
Treasury or his delegate deems adequate, for the control of imports 
of narcotic drugs; 

(2) the narcotic drug 1 consigned to a holder of such permits or 
licenses as may be required under the laws of the country of import; 
and 

(3) there 1s furnished to the Secretary or his delegate proof deemed 
adequate by him that the narevtic drug is to be applied exclusively 
to medical and scientific uses within the country to which exported, 
that it will not be reexported from such country, and that there is an 
actual need for the narcotic drug for medical and scientific uses 
within such country. 

(b) The exceptions contarned in subsection (a) shall not apply to 
smoking opium or opium prepared for smoking, the exportation of which 
is absolutely prohibited. 

(c) Notwithstanding the provisions of subsection (a), the Secretary or 
his delegate may authorize the exportation of any narcotic drug (including 
crude opium and coca leaves) to a country which has ratified and become 
a party either to the 1912 convention, the 1925 convention, or the 1931 
convention and supplementing protocols of 1946 and 1948, uf the par- 
ticular drug is to be applied to a special scientific purpose in the country 
of destination and the authorities of such country will permit the impor- 
tation of the particular drug for such purpose. 

[(b)] (d) The Secretary of State shall request all foreign govern- 
ments to communicate through the diplomatic channels copies of the 
laws and regulations promulgated in their respective countries which 
prohibit or regulate the importation and shipment in transit of any 
narcotic drug and, when received, shall advise the [board] Secretary 
or his delegate thereof. 

[(c) The board shall make and publish all proper regulations to 
carry into effect the authority vested in it by this Act.] 
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86TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
lst Session No. 1054 





LIMITATION ON DEDUCTION OF EXPLORATION 
EXPENDITURES 





Avuaust 26, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Mitts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


(To accompany H.R. 4251] 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 4251) to amend the Internal Revenue Code of 1954 so as to 
remove the 4-year limitation on deduction of exploration expenditures, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bil as amended do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert: 


That subsection (c) of section 615 of the Internal Revenue Code of 1954 (relating 
to the deduction of exploration expenditures) is amended to read as follows: 
“(¢) LIMITATION.— ' 

“(1) IN GENERAL.—This section shall not apply to any amount paid or 
incurred to the extent that it would, when added to the amounts which have 
been deducted under subsection (a) and the amounts which have been treated 
as deferred expenses under subsection (b), or the corresponding provisions 
of prior law, exceed $400,000. 

“(2) AMOUNTS TAKEN INTO accouNT.—For purposes of paragraph (1), 
there shall be taken into account amounts deducted and amounts treated as 
deferred expenses by— 

“(A) the taxpayer, and 
“(B) any individual or corporation who has transferred to the taxpayer 
any mineral property. 

“(3) APPLICATION OF PARAGRAPH (2)(B) —.Paragraph (2)(B) shall apply 
with respect to all amounts deducted and all amounts treated as deferred 
expenses which were paid or incurred before the latest such transfer from the 
individual or corporation to the taxpayer. Paragraph (2)(B) shall apply 
only if— 

(A) the taxpayer acquired any mineral property from the individual 
or corporation under circumstances which make paragraph (7), (8), 
(11), (15), (17), (20), or (22) of section 113(a) of the Internal Revenue 
Code of 1939 apply to such transfer; 
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*(B) the taxpayer would be entitled under section 381(c)(10) to 
deduct expenses deferred under this section had the distributor or 
transferor corporation elected to defer such expenses; or 

“(C) the taxpayer acquired any mineral property from the individual 
or corporation under circumstances which make section 334(b), 362 (a) 
and (b), 372(a), 373(b)(1), 1051, or 1082 apply to such transfer.” 

Src. 2. The amendment made by the first section of this Act shall apply only 
with respect to taxable vears heginning after the date of the enactment of this Act. 


Amend the title so as to read: 


A bill to amend the Internal Revenue Code of 1954 with respect to the limitation 
on the deduction of exploration expenditures. 


I, SUMMARY OF BILL 


Under present law an annual exploration expenditure deduction of 
up to $100,000 is allowed for no more than 4 years. This bill removes 
the 4-year limitation and substitutes an overall limitation of $400,000. 
However, the limitation of $100,000 per year remains. 

Exploration expenditure deductions may be taken (currently or 
deferred and taken when the product is sold) for expenditures made 
in exploring for ore or mineral deposits (but not for oil or gas) prior to 
the development stage of the mineral deposit. 

This change is to be effective for taxable years beginning after the 
date of enactment of this act. 

‘This bill has been approved unanimously by your committee, 


Il. GENERAL STATEMENT 


Under present law a deduction may be taken for exploration ex- 
penditures made to determine the presence, location, quantity, or 
quality of any deposit of ore or other mineral. (This is not available 
in the case of oil and gas wells for which a separate expenditure 
deduction is allowed in the case of intangible drilling and develop- 
ment costs.) This deduction is only for those expenditures occurring 
before the development stage of the mine or the deposit and in any 
case does not applv to expenditures for depreciable property. This 
exploration expenditure deduction is a substitute for adding these 
expenses to the basis of the mining property (if cost depletion is used, 
where these expenditures are capitalized this addition to basis is 
reflected in the depletion allowance). 

Under present law the maximum exploration expenditure deduction 
which may be taken for any year is $100,000. This may be taken in 
the year the expenditures are paid or incurred, or, if the taxpayer so 
elects, may be deferred and deducted ratably as the units of ore or 
minerals are sold. This exploration expenditure deduction is avail- 
able for 4 taxable years (whether or not consecutive) with respect to 
all property held by a taxpayer. In determining whether such ex- 
penditures have been made in prior years, deductions made by certain 
prior holders of mineral property are taken into account. The cases 
where a transfer is covered in general are cases either where substan- 
tially all of the property held by a transferee was transferred in a tax- 
free exchange or where the transferee has a substantial interest in the 
transferor. 

This exploration expenditure deduction was added by the Revenue 
Act of 1951 during the consideration of that act by the Senate Finance 
Committee. The report of that committee indicates that the limita- 
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tion (then $75,000 but subsequently raised to the present $100,000) 
was provided because of the desire to provide a “special incentive for 
increased exploration for mineral deposits * * *, especially in the 
case of taxpayers with limited financial resources.” 

In actual operation, however, this provision has tended to dis- 
criminate against the smallest producers. This results from the fact 
that although a taxpayer may claim deductions of up to $100,000 in 
any 1 year, he may not take such deductions for more than 4 years. 
Thus, a relatively large producer ‘may obtain the full benefit of these 
deductions by claiming $100,000 in each of 4 years, namely, $400,000 
inall. However, a smaller producer whose annual exploration expond- 
itures do not amount to as much as $100,000, will have deductions 
available to him under this section reduced below the $400,000 ceiling 
applicable to his larger competitor. 

In view of these considerations, your committee has rewritten the 
limitation applicable in the case of exploration expenditures to pro- 
vide that the ceiling is to be $400,000. A taxpayer still will not be 
able to claim exploration expenditure deductions with respect to any 
year in excess of $100,000, but if this exploration expenditures on a 
yearly basis are less than $100,000, he will be able to claim explora- 
tion expenditure deductions over more than a 4-year period so long 
as the total deductions claimed by him are not in excess of $400,000. 

Under this bill since the 4-year limitation is removed it no longer 
matters whether exploration expenditures have already been deducted 
in 4 prior years. Under the bill, taxpayers will determine what excess 
amounts they may still deduct ‘(or defer) by adding all amounts de- 
ducted or defer red i in taxable years beginning after December 31, 1950, 
when this provision first became applic: rble. The $400,000, reduced 
by this amount, represents the remaining exploration expenditure de- 
ductions which may be taken. In determining expenditures which 
will be taken into account in arriving at the $400,000 ceiling, there is 
to be taken into account amounts which are deferred at the election 
of the taxpayer under subsection (b) even though the property was 
sold before such deferred amount was actually deducted. In such a 
case, the deferred amount, although treated as a part of the basis of 
the property in determining gain from the sale, will reduce the ex- 
ploration expenditure deductions which may subsequently be taken. 

Other technical revisions have been made in the bill including the 
deletion of references to the partnership provisions. These in effect 
already were inapplicable since in the case of partnerships, exploration 
expenditure deductions are determined at the level of the partner 
rather than the partnership. 

This bill is to apply to taxable years beginning after the date of 
enactment of the bill. 

This bill has been reported unanimously by your committee. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 
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SECTION 615 OF THE INTERNAL REVENUE CODE OF 1954 


SEC. 615. EXPLORATION EXPENDITURES. 

(a) In GeneraAt.—lIn the case of expenditures paid or incurred 
during the taxable year for the purpose of ascertaining the existence, 
location, extent, or quality of any deposit of ore or other mineral, and 
paid or incurred before the beginning of the development stage of the 
mine or deposit, there shall be allowed as a deduction in computing 
taxable income so much of such expenditures as does not exceed 
$100,000. This section shall apply only with respect to the amount 
of such expenditures which, but for this section, would not be allowable 
as a deduction for the taxable year. This section shall not apply to 
expenditures for the acquisition or improvement of property of a 
character which is subject to the allowance for depreciation provided 
in section 167, but allowances for depreciation shall be considered, for 
purposes of this section, as expenditures paid or incurred. In no 
case shall this section apply with respect to amounts paid or incurred 
for the purpose of ascertaining the existence, location, extent, or 
quality of any deposit of oil or gas. 

(b) Euection or Taxpayrer.—lf the taxpayer elects, in accordance 
with regulations prescribed by the Secretary or his delegate, to treat 
as deferred expenses any portion of the amount deductible for the 
taxable year under subsection (a), such portion shall not be deductible 
in the manner provided in subsection (a) but shall be deductible on a 
ratable basis as the units of produced ores or minerals discovered or 
explored by reason of such expenditures are sold. An election made 
under this subsection for any taxable year shall be binding for such 
year. 

: [(c) Limrration.—This section shall not apply to any amount paid 
or incurred in any taxable year if in any 4 preceding years a deduction 
or election under this section, or the corresponding provision of prior 
laws, has been allowed to, or exercised by— 

[(1) the taxpayer, or 

(2) the individual or corporation who has transferred to the 

taxpayer any mineral property. 

Paragraph (2) shall apply only if (A) the taxpayer was required to 
take into account under section 23(ff)(3) of the Internal Revenue 
Code of 1939 the deduction allowed to or election exercised by such 
individual or corporation; (B) the taxpayer would be entitled under 
section 381(c)(10) to deduct expenses deferred under this section had 
the distributor or transferor corporation elected to defer such expenses; 
or (C) the taxpayer acquired any mineral proptery under circum- 
stances which make section 334(b), 362(a) and (b), 372(a), 373(b)(1), 
723, 732, 1051, or 1082 apply to such transfer. ] 

[(d)] (c) Apsustep Basis or Mine or Deposit.—The amount of 
expenditures which are treated under subsection (b) as deferred ex- 
penses shall be taken into account in computing the adjusted basis 
of the mine or deposit, but such amounts, and the adjustments to 
basis provided in section 1016(a)(10) shall be disregarded in deter- 
mining the adjusted basis of the property for the purpose of computing 
a deduction for depletion under section 611. 


O 


954 


86TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
1st Session No. 1055 


AGRICULTURAL RESEARCH AND DEVELOPMENT 
COMMISSION 


Avucust 26, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Asernetuy, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H.R. 8639] 


The Committee on Agriculture, to whom was referred the bill (H.R. 
8639) to create an Agricultural Research and Development Commis- 
sion, to provide for more effective research programs designed to ex- 
pand markets for agricultural and forestry products, to reduce sur- 
pluses, to increase farm income, and to benefit consumers, and for 
other purposes, having considered the same, report favorably thereon 
with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 4, line 17, strike out “and” following the comma. 

Page 4, beginning with the period on line 18, strike out the remain- 
der of line 18, all of line 19 and through the period on line 20, and 


. Insert a comma and “‘and one of whom he shall designate as chairman.” 


Page 5, lines 6 and 7, strike out the sentence beginning with the 
word “Any” on line 6 and ending with the word “‘office’”’ on line 7. 

Page 5, beginning on line 18, strike out the comma and the balance 
of line 18, all of line 19 and through the period on line 20, and insert 
“areas of research which should be initiated, expanded, terminated, 
or redirected”’. 

Page 7, line 23, change the period to a comma and insert “and who 
shall serve at the pleasure of the Commission”’. 


GENERAL PURPOSE 


The purpose of this bill is to stimulate and guide more adequate 
and effective agricultural research, including research into new uses 
for agricultural products, by establishing in the executive branch of the 
Government an independent agency to be known as the Agricultural 


34006 











2 AGRICULTURAL RESEARCH AND DEVELOPMENT COMMISSION 


Research and Development Commission which shall have the duty 
of “appraising agriculture’s research needs, opportunities, and ac- 
complishments and developing authoritative recommendations and 
reports thereon.” 

The Commission will consist of seven members to be appointed by 
the President and confirmed by the Senate. The Commission will 
not conduct any research on its own but will study the whole broad 
field of agricultural research with emphasis on “ways and means for 
increased industrial utilization of agricultural products’ and make 
recommendations at least annually to the Secretary of Agriculture 
and the Congress. Additional authority is given the Secretary of 
Agriculture to make research contracts extending for periods of up to 
5 years, including experimental commercialization of new crops and 
new uses for agricultural products, and to grant licenses for com- 
mercial development of processes patented by the Department of 
Agriculture. 

The effect of the bill is to clothe with additional authority, a staff 
of its own, and independence of operation, the National Research 
Advisory Committee which was established by the Research and 
Marketing Act of 1946, and which will be terminated upon enactment 
of this bill. The value of this type of independent commission to 
make studies and recommendations in the field of research was amply 
demonstrated by the temporary Commission on Increased Industrial 
Uses of Agricultural Products appointed by the President pursuant 
to the Agricultural Act of 1956. 


BACKGROUND 


For a number of years there has been a growing conviction among 
Members of Congress and others interested in agriculture that if agri- 
culture is to maintain its position and its solvency as an important 
segment of the Nation’s economy, the research devoted to agriculture 
and to the use of its products must be very substantially stepped up 
in order to keep pace with the research being devoted to development 
in other fields. 

This has been reflected in various acts of Congress: In section 1 of 
the Bankhead-Jones Act of June 29, 1935, Congress provided authority 
for research into new and extended uses for agricultural products. 
In 1938, section 202 of the Agricultural Adjustment Act of 1938" 
provided for four regional laboratories to develop new uses and 
markets. In 1946, Congress passed the so-called Research and Mar- 
keting Act of 1946. ‘Title I of this act emphasized research into the 
utilization of agricultural products and stated that it was the intent 
of Congress “‘to assure agriculture a position in research equal to that 
of industry.” 

Although appropriations for agricultural research have been in- 
creased hnomeie in recent years, only about 2 percent of the 
funds spent by the Department of Agriculture are for research. In 
the years since Congress, in 1946, enumerated this policy of equality 
for agricultural research, industry has increased its research expendi- 
tures more than 10 times, compared with an increase of slightly more 
than 3 times for Federal expenditures on agricultural research. A 
large part of the increase in industrial research effort has been aimed 
at taking away part of the markets which farm products have tra- 
ditionally filled. 
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The Congress again took cognizance of this situation in the Agri- 
cultural Act of 1956, providing in section 209 of that act for a tempo- 
rary Commission on Increased Industrial Use of Agricultural Products 
which studied the problem and made its recommendations to Congress 
on June 15, 1957. This Commission strongly recommended substan- 
tially increased agricultural research with greater emphasis on the use 
of agricultural products in industry. The bill herewith reported is an 
outgrowth of the Commission’s studies and recommendations. 


DEVELOPMENT OF THIS BILL 


In the 85th Congress the Subcommittee on Research and Extension 
conducted hearings on 21 bills dealing with this subject without 
reaching a final conclusion. The Senate, meanwhile, had conducted 
hearings of its own and had passed a bill late in the session, which 
reached this committee too late for action in the 85th Congress. 

In the 86th Congress, 16 bills were introduced early in the session 
and were the subject of extensive hearings by the Research and 
Extension Subcommittee in February, March, and April of this year. 
None of the bills receive the support of a majority of witnesses testify- 
ing at the hearings and none seemed to the subcommittee to be entirely 
adequate. 

Meanwhile, a group of farm and commodity organizations had been 
meeting from time to time in an effort to work out a proposal which 
would meet the objectives of the farm and commodity organizations 
and of the subcommittee. During the hearings, the group reported 
its proposals which included four main points: (1) effective adminis- 
tration of research; (2) proper balance between the various phases and 
aspects of research; (3) the need for independent program appraisal; 
and (4) adequate financing. 

Following the conclusion of the hearings, a draft bill generally 
embodying the principles brought forward by the group was prepared 
and introduced by the subcommittee chairman (H.R. 7576). 

The subcommittee made further changes in this bill, largely at the 
suggestion of the Department of Agriculture, and an amended bill was 
agreed upon by the subcommittee and introduced by the subcommittee 
chairman (H.R. 8639) and the ranking minority member of the sub- 
committee (H.R. 8640). 

The bill reported herewith is H.R. 8639. The organizations which 
worked with the subcommittee and with the Department of Agricul- 
ture in developing the provisions of the bill include: The National 
Grange, the American Farm Bureau Federation, the National Council 
of Farmer Cooperatives, the National Milk Producers Federation, the 
National Cotton Council, the National Plant Food Institute, the 
United Fresh Fruit & Vegetable Association, the American Meat Insti- 
tute, the Millers National Federation, and the United States Beet 
Sugar Association. 

COST OF THE BILL 


According to the best estimates available to the committee, the 
cost of the bill will be between $150,000 and $200,000 annually. 
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COMMITTEE AMENDMENTS 


The committee amendments are perfecting in nature. The amend- 
ment on page 5, lines 18 to 20, is intended to make it clear that the 
Commission is to concern itself, not with individual research projects, 
but with broad areas of agricultural research. 


ANALYSIS OF THE BILL 


Declarations and findings 

Section 1 states that the Congress finds that agricultural research 
can make major contributions to expanding markets, increasing farm 
income, benefiting consumers, and reducing surpluses, by reducing 
costs and by improving the methods of producing, marketing, process- 
ing, and distributing agricultural products. It declares that the 
development of expanded industrial and other uses will increase 
income opportunities for farmers. It finds that an adequate agricul- 
tural program requires a balance of effort between production, market- 
ing, and utilization research and that public and private agencies 
should be used in an all-out research effort on agricultural problems 
and opportunities. 


Purposes 

Section 2 enumerates the purposes of the bill which are to increase 
the effectiveness of agricultural and forestry research in order to 
expand the markets for agricultural products, and thereby increase 
farm income, benefit consumers, and strengthen the national economy. 


Commission created 
Section 3 creates an independent agency in the executive branch of 
the Government known as the Agricultural Research and Develop- 
ment Commission. The Commission is to be composed of seven 
members appointed by the President and subject to Senate confirma- 
tion. The first members of the Commission shall be appointed for 
terms of 1, 2, and 3 years, respectively, from the date of the bill’s 
enactment, the term of each to be set by the President. Subsequent 
members of the Commission shall be appointed for terms of 3 years. 
Any person appointed to fill a vacancy on the Commission shall be 
—— only for the unexpired term of the member whom he re- 
aced. Members serve at the pleasure of the President. 


Powers and duties of the Commission 

Section 4: The major responsibility of the Commission would be to 
appraise agriculture’s research needs and opportunities, including the 
effectiveness of the current research program to meet existing agri- 
cultural problems. It would recommend areas of research which 
should be initiated, expanded, redirected, or terminated. Of neces- 
sity, the Commission would concern itself primarily with broad areas 
or fields of research rather than specific lines of work. However, the 
Commission is authorized to go into any aspect of the research pro- 
gram and make recommendations thereon. 

The committee feels that research can make a greater contribution 
toward the solution of our agricultural problems. The greatest need 
is for expanding markets, including the use of more farm products by 
industry. The committee intends that the Commission go into this 
matter thoroughly as soon as possible. All aspects should be care- 
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fully weighed, including cost reduction and quality improvement 
possibilities in processing, marketing, and production. Recom- 
mendations should be made as to changes needed to achieve a balanced, 
fully adequate program. 

To accomplish its duties, the Commission is authorized to (1) con- 
sult with public and private agencies performing research on agri- 
cultural commodities; (2) meet with the commodity research advisory 
committees of the Department of Agriculture; and (3) solicit advice 
from general farm organizations, commodity organizations, and other 
groups who can contribute to effective agricultural research analysis. 

The Commission is to emphasize in its studies and reports means 
for increasing the industrial utilization of farm products. It shall 
also emphasize major problem areas for agricultural research, oppor- 
tunities to reduce costs and improve quality, and problems of market- 
ing agricultural commodities. It shall recommend the kind and extent 
of agricultural research that can be effectively conducted in foreign 
countries with foreign currencies available to the United States. 

In its reports, the Commission shall make recommendations on both 
overall agricultural and commodity problems, including the emphasis 
needed in production, marketing, utilization, and home economics 
research, and the balance between applied and basic studies. 

The Commission shall also review the organizational structure of 
the Department of Agriculture with regard to research administration 
and make recommendations to the Secretary for such changes in that 
structure as will strengthen the Department’s research program. 

The Commission is authorized to employ consultants and experts 
at a per diem rate not to exceed $50 per day. 


Commission’s staff 

Section 5: The members of the Commission would be compensated 
on a per diem basis for each day worked at the rate of $50. The 
would also receive travel and other expenses. The Commission shall 
have a full time staff, headed by an Executive Director. The Execu- 
tive Director shall be appointed by the Secretary of Agriculture from 
nominees of the Commission. Because of the very close working 
relationship which must prevail between the Commission staff and 
the Department of Agriculture, it is desirable that the top employee 
of the Docamitbien be jointly selected, but the Commission shall have 
the power to remove the Executive Director. Other employees of the 
Commission would be appointed by the Commission. Their salaries 
would be fixed in accordance with standards prescribed pursuant to 
the Classification Act of 1949, but the Commission would not be 
required to appoint from civil service registers. 


Meetings of the Commission 


Section 6. The Commission would not stay continuously in session, 
but would meet as often as necessary, but at least four times a year. 


Reports 

Section 7 directs the Commission to make an annual report to the 
Secretary of Agriculture and to the Congress not later than June 30 
of each year. The report shall include an analysis of the research 
effort necessary to meet the needs of agriculture and of the benefits in 
relation to the costs of such program. Industrial utilization of agri- 
cultural products would receive special emphasis. 
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Limitation upon the Commission’s powers 

Section 8 prohibits the Commission from conducting or administer- 
ing research itself. 
Additional authorities 

Section 9 grants the Secretary of Agriculture the following new 
authorities: (@) to make contracts with and grants to public and pri- 
vate agencies for the conduct of research to implement this bill, 
including experimental commercialization of new crops and new uses 
for agricultural products; (6) to grant exclusive licenses for a fixed 
period not in excess of 5 years for the use of patents under the control 
of the Department of Agriculture. 


Amendments to the Research and Marketing Act of 1946 
Section 10 amends the Research and Marketing Act of 1946 to 
abolish the National Research Advisory Committee. 


Definition of agricultural products 

Section 11 states that the term “agricultural products” shall have 
the same meaning for the purposes of this bill as that in section 207 
of the Research and Marketing Act approved August 14, 1946. 

Section 207 defines the term “agricultural products” to include 
“acricultural, horticultural, viticultural, and dairy products, live- 
stock and poultry, bees, forest products, fish and shellfish, and any 
products thereof, including processed and manufactured products, and 
any and all products raised or produced on farms and any processed 
or manufactured product thereof.” 


Savings provision 
Section 12 provides that the authorities under this bill are in 


addition to and not in substitution of those otherwise available under 
existing law. 
Appropriations 

Section 13 authorizes such appropriations as Congress deems 
necessary to carry out the purposes of this act. 


DEPARTMENTAL APPROVAL 


The bill herewith reported has the approval of the Department of 
Agriculture. The Department made a formal report on H.R. 7576, 
the previous committee draft, indicating it had no objection to that 
bill if certain amendments were made. Those amendments have been 
incorporated into H.R. 8639, herewith reported, and this bill has the 
approval of the Department. Following is the report of the Depart- 
ment on H.R. 7576: 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, June 25, 1959. 
Hon. Harotp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConeressMAN Coo.ey: This is in reply to your request of 
June 5, 1959, for a report on H.R. 7576, a bill to create an Agricul- 
tural Research and Development Commission, to provide for more 
effective research programs designed to expand markets for agricul- 
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tural and forestry products, to reduce surpluses, to increase farm 
income, and to benefit consumers, and for other purposes. 

The Department has no objection to the enactment of H.R. 7576 
provided it is amended as indicated in attachment 1. A marked-up 
copy of H.R. 7576, which reflects our proposed amendments, is attach- 
ment 2. 

The bill creates an Agricultural Research and Development Com- 
mission composed of seven members appointed by the President and 
confirmed by the Senate, as an independent agency in the executive 
branch. The Commission would appraise agriculture’s research needs, 
opportunities, accomplishments, and develop recommendations and 
reports thereon to the President and the Congress. The bill also pro- 
vides authorities for the Secretary of Agriculture (1) to enter into 
contracts and grants for periods not to exceed 5 years’ duration; (2) to 

rovide for the disposition of inventions; and (3) to grant exclusive 
icenses for a 5-year period for the use of patents. The bill amends 
the Research and Marketing Act of 1946 by abolishing the Agricultural 
Research Policy Committee. 

The amendments proposed in the attachments have been carefully 
considered and we believe such changes would facilitate the imple- 
mentation of the proposed legislation. Representatives of the Depart- 
ment will be glad to meet with the committee if further information 
is desired, 

In view of the subsequent request that this report be submitted 
today, we have not obtained advice from the Bureau of the Budget 
in connection with the submission of this report. 

Sincerely yours, 
E. T. Benson. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


[Pustic Law 733—79TH Conaress] 
[CHAPTER 966—2D SEssi0Nn] 
(H.R. 6932] 

AN ACT 


To provide for further research into basic laws and principles relating to agri- 
culture and to improve and facilitate the marketing and distribution of agricul- 


tural products. 
TITLE III 


(Sec. 301. In order to aid in implementing the research and service 
work authorized under titles I and II of this Act, and to assist in 
obtaining the fullest cooperation among Federal and State Agencies, 
producers, farm organizations, and private industry, in the develop- 
ment of and in effectuating such research and service programs, and 
in order to secure the greatest benefit from the expenditure of funds, 
the Secretary of Agriculture shall establish a national advisory com- 
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mittee. The functions of such advisory committee shall be to consult 
with the Secretary of Agriculture wal: other appropriate officials of 
the Department of Agriculture, to make recommendations relative 
to research and service work authorized by this Act, and to assist 
in obtaining the cooperation of producers, farm organizations, indus- 
try groups, and Federal and State agencies in the furtherance of such 
research and service programs. The chairman of the committee shall 
be the Secretary of Agriculture or such other official of the Depart- 
ment of Agriculture as he shall designate. ‘The committee shall con- 
sist of eleven members, six of whom shall be representatives of pro- 
ducers or their organizations. The committee shall meet at least 
once each quarter and at such other times as are deemed necessary. 
Members of the committee may not appoint alternates to serve in 
their stead. Committee members other than the chairman shall not 
be deemed to be employees of the United States and are not entitled 
to compensation, but the Secretary of Agriculture is authorized to 
allow their traveling and subsistence expenses necessary in connection 
with their attendance at meetings called by him for the purposes of 
this section. ] 

Sec. 302. In the furtherance of the research and service work 
authorized by this Act, the Secretary of Agriculture may [, in addi- 
tion to the national advisory committee, ] establish appropriate com- 
mittees, including representatives of producers, industry, govern- 
ment, and science, to assist in effectuating specific research and 
service programs, 
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TRANSPORTATION OF WATER-HYACINTHS 


Avuaust 26, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Witu1s, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 6309] 


The Committee on the Judiciary, to whom was referred the bill 
(H.R. 6309) to amend section 46, title 18, United States Code, with 
respect to transportation of water-hyacinths and seeds, having con- 
sidered the same, report favorably thereon with amendment and rec- 
ommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 7, after “hyacinth plants” insert ‘(Eichhornia 
Crassipes)’’. 

EXPLANATION OF AMENDMENT 


The amendment was suggested by the Department of the Army, 
and is made to identify specifically the plant in question by giving its 
generic name “eichhornia crassipes.” 


PURPOSE 


The purpose of this bill is to exempt from the criminal provisions 
of section 46, title 18 of the United States Code, the transportation of 
water-hyacinth plants or seeds in interstate commerce into the States 
of New Jersey, Pennsylvania, Ohio, Indiana, Illinois, Missouri, Kan- 
sas, Colorado, Utah, Nevada, Oregon, or any State north thereof. 


STATEMENT 


In 1956, Congress enacted a law making it a criminal offense to 
transport or sell water-hyacinth plants, in interstate commerce. This 
was for the reason that the water-hyacinth is a menace to navigation, 
agriculture, industry, and wildlife in certain sections of the United 
States. The law was enaeted as part of an omnibus plan to control 
the plants’ growth and to eradicate it from the rivers, channels, 
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streams, and other allied waters in many of our Southern States, in- 
cluding North Carolina, South Carolina, Georgia, Florida, Alabama, 
Mississippi, Louisiana, and Texas, where it is clogging navigable 
streams and other waterways. 

Understandably, the restriction on the transportation of the hya- 
cinth plant into Northern States curtailed and otherwise affected the 
hyacinth mail-order business as well as the businesses of nurserymen 
and florists in the sale of this plant. It was brought to the attention 
of the committee, however, that the present law could be made less 
restrictive, thereby helping the hyacinth business, without endangering 
any of the safeguards now in the law. It was pointed out that the 
water-hyacinth plant cannot survive in any State wherein severe 
frosts occur, and therefore would not have any adverse effect on 
navigation, industry, or wildlife in those States. The committee has 
been assured that it is unnecessary to prohibit its transportation in 
the States north of the 36th parallel. It therefore recommends the 
adoption of the instant bill which will exempt from the present pro- 
visions of the law, transportation of this plant into the States of New 
Jersey, Pennsylvania, Ohio, Indiana, Illinois, Missouri, Kansas, Colo- 
rado, Utah, Nevada, or Oregon and, of course, all States north of those 
just enumerated. 

COsT 


The enactment of this bill involves the expenditure of no Federal 
funds. 
DEPARTMENTAL REPORT 


There follows a favorable report of the Department of the Army. 


AvGustT 18, 1959. 
Hon. Emanvet CELuer, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to H.F., 2448, 2963, 
and 6309, 86th Congress, bills, to amend section 46, title 18, United 
States Code, with respect to transportation of water-hyacinths and 
seeds. 

These bills would amend section 46 of title 18 of the United States 
Code, which prohibits interstate transportation of water-hyacinths 
and certain other plants, by providing that the provisions of the sec- 
tion shall not be applicable to the transportation of water-hyacinth 
plants or seeds into certain specified States, in effect the northern 
half of the United States. 

Since the States named in the bill lie outside of the geographic range 
in which the water-hyacinth is expected to survive winter weather, 
and since the plants would thereby not be expected to result in any 
adverse effect on navigation, the Department of the Army has no 
objection to the enactment of these bills. It is suggested, however, 
that the plant in question be specifically identified by adding its 
generic name “Gichhornia Crassipes” following its common name 
“water-hyacinth” in line 7 of the bills. 

Enactment of these bills would not involve the expenditure of 
Federal funds. 
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The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 
Hue M. Mitton II, 
Acting Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italics: 

Titte 18, Unirep States Copz 


§ 46. Transportation of water-hyacinths. 


(a) Whoever knowingly delivers or receives for transportation, or 
transports, in interstate commerce, alligator grass (alternanthera 

hiloxeroides), or water chestnut plants (trapa natans) or water- 

yacinth plants (eichhornia crassipes) or the seeds of such grass or 

plants; or 

(b) Whoever knowingly sells, purchases, barters, exchanges, gives, 
or receives any grass, plant, or seed which has been transported in 
violation of subsection (a); or 

(c) Whoever knowingly delivers or receives for transportation, or 
transports, in interstate commerce, an advertisement, to sell, purchase, 
barter, exchange, give, or receive alligator grass or water chestnut 
plants or water-hyacinth plants or the seeds of such grass or plants; 
shall be fined not more than $500, or imprisoned not more than six 
months or both: Provided, That none of the provisions of this section 
shall be applicable with respect to the transportation of water-hyacinth 
plants (eichhornia crassipes) or the seeds thereof in interstate commerce 
unto the States of New Jersey, Pennsylvania, Ohio, Indiana, Illinois, 
Missouri, Kansas, Colorado, Utah, Nevada, or Oregon or any State 
north thereof, or with respect to advertisements in such States concerning 
such plants or seeds. 
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